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TAX COURT OF THE UNITED STATES 


GENERAL DOCKET 


OCKET NO.. 




( Conttnujtmn ) 


1ST. 0? HERMAN KLEIN, D-CS. , Etc. 


PETITIONER iPAGE 2 


i_ Dace 1 

k Month Day Year 


Filings and Proceedings 


Order dated | ORDER r that carties are to submi t a written report on 

Sn^nuBd) 1970 1 or before, July 1, 1970 . ^ calenda ring for tria l- 

during the Fa l l 1970 term. ------ 

May 11. 1970 TRANSCRIPT of He ar ing of Apr. 20, 1970, r e £gj- v . e j-l- 

■Tilly i t 1970 PFSP. REPORT a3_ta_st atu a of . case.file ---— 

up rqst b, 1970 I MOTION by. Petr,_to_st rike par ts. pf_the_ answer,- 

Aug. 13, 1970 NOTI CE of Fil ing j’etr^ tnotion to s trike, an d Hearing 

I _ on Sept. 21, 1970 at New York, N. Y. _ 

Sept. 21,1970 HEARING at Hew York, N.Y . before Judge Queal y- 

■r Hearings (2) Motions ; 1. Petr’s motion filed Aug, 


Uug. 7. 1970 


£•_ Rr._ 


1970 in Dkt . 2202-66 to strike from Resp’s Answer, Para. 

___10, andjPars. ll(a)(b)( c)(d)(e) (f) and(g) Denied— —±__ 

(2) Petitioner’s Notion filed Aug. 3. 1970 In Dkt. — 1 — 
_1^771-66, to Strike from Heap’s Answer Pare. 8. end 9(»a _ 

_ (b)(c )(d)( e) and (f) DENIED____ 

Sept. 21, 1970 1 ORDER that petr's. motions filed 8/3, 4/70 are denied. 
Ct. 5. m o TRANSCRIPT of Sept. 21, 1970 New York, New York rec'd. : 

ay lb, 1971 APPEARANCE by Henry Ha yer as counsel for Petr._ 

fay lb, 1971 I APPEARANCE by Paul M. Levinson as coursel ior Petr. I 

Feb. 10, 1972 NOTICE FOR REPORT on Kay 15, 1972 at New York, M.Y. _ 

Kay 19,1972 HBARI1P *»t Hew York, N.Y. before Judge Forrester. 

_I For k. port Only. _____ _ _ - 

May 26.1972 TRANSCRIPT of Kvy 1$, 1972 rec'd. 

Nay JO, JL 972 ' ORDERED, this case calendared for further or <1 status 

I report b y part ies o n Oct«—10,„1972 at tIew_York., N.Y*- 

■----—-- 1 us Govifi'.vt.r Win*© ctfict iov» o—mm 

. 881- 548 

(Continued to Page J) 


Ka y 18, 197i 

I 

May 18. 1 971 
1 Feb . 10, 197 


J_June_ 2.»_L9Z2_ 
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TAX COURT OF THE UNITED STATES 

GENERAL DOCKET 


DOCKET NO _ 21 


qp yppv&v KT.FTh’. DEC'D.. ETC. 


rm*4h*n) 


PETITIONER PAGE 3 


Filmp and Proceeding 



Renort. 


p,.,.. tOj 1Q7? TRANSCRIPT of Hearing of Oct. 10 , 1 972 r eceived .- 

'• cm . 7. 197? QPDER t that cases are calendared for trial a t a special 
__ co^-inn nn Feb. 5. 1973 at !!ew Y ork, N. Y,; and- 


further ___—- 

~)RDER. that Conn issioner Joh nsto n is designa ted to 


Nov. 13. 1972 



hear these cases. 


Mnv. 97. 1972 ORDER. 


inference with co unspl shall 


_ bold at. Vpy York, N. Y. on P ec. 9. 1972.- 

Dec. 18.1972! ORDERED, th at all motions, st ips,_ of factgj.- 

j _s tipulated dec!s ions a nd trial memorandums _ _ 

_ shall be filed Jan. 26, 1973«___ 

“_npri F.RRn Par.h p arty fil e trial me mo with the _j- 

court with statement of _i_ssue in each case;_I_ 

- 1 , 

_ORDERED ..expert v/i tne s se s _hav e repo rt s wh i ch a re_ 

_ I to he used at trial, copies of report should 

__ be filed with the Cou rt and served on counsel 

_ for opposing parties by Jan. 26,1973 unless . 

_ pro per o bjection is - ' s cy vfat date,_±ur>hei 

__ trdf. pfp parties endeavc" to. stipulate evidence- ... 

_ i _to_.fullest .extent to which complete, or .qua lified - 

' __.^agreementJban be..jreac':-it*, ..including .all material- 

facts that are not or f airl y s hould not be in 

(continued to 4) 


Nov. 28 , 19/2 


ec. 26, 1972 


0 **«-» O 
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TAX COURT OF THE UNITED STATES 

GENERAL DOCKET 

2202-66 

OCKET NO. , 

[ -ST. Or KERMEN KLEIN, b^C'D., ETC. petitioner 

PAGE L,m 

Dice 

Month Dty Yeir 

Fill, gi end Proceed'ngi 

Action 

Served 


dispute. Ccnmissioner Johnston (cases calends 

red 



for trial at New York City, N.Y. Feb.5,1973.! 



peb.1,1973 

ORDER, that case is continued for trial to a 


Feb. 2. 1973 

Mar.22,1973 

SDecial sess 1 ’ \ on Mar.26,1973 at New York,N. 

sr. 


MOTION bv Re .. 'j . for continuance from Mar. 26, 




1Q73. New York, N.Y. to the trial session orj 




May 7, 1973, at New York,N.Y. 

(SEE ORDER) 


Mar. 23. 1973 

0RD t * Y R J that motion filed on March 22, 1973» is granted 


Mar. 27, 1973 

and the trial of these cases is continued to a Specia. 




Trial Session on May 7, 1973, in New York, N.Y. 



May 3, 1973 

MOTION by Petr, for continuance from Kay 7, 1973 at 


— 


New York, N.Y. to June 2£^ 1973 at New York, N. Y. 

GRANTED 

May 10, 1973 

. u , 19(1 I 

May 10. 1973 

ORDER, that these cases are continued to a Special 




Trial Session on June 2£, 1973 at New York, N. Y. 

'May 11, 1973 l 

Time 1=5. 1971 

MOTION biLResn, for continuance from June 25, 1973 . 


: 

1 


! Mmi York. N.Y. trial session to June 29. .1973 at 


i 

1-1- ~ ‘ 

m New York»,.N.Y.. - ... . . 

T 

1 

i 

■June 18. 1973 ORDERED that Resp.'s motion is granted these 


i 

t 

cases are stricken from the calendar for 

'June 19. 1973 

special session at New York, N,Y, _ __; - 


1 I ~ j 

ORDERED cases are continued for trial or _ i ___ 

r 


I j 

dicnnsi Hnn at a snecial session June 29. 1973 . ...... __ 

Ma Vnrl- MV .. 

f 

H- —p - -**** * *. 

1 continued to page ? 

Form No. .14 K 

je March iw; 
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UNITED STATES TAX COURT 


GENE' - L DOCKET 

2202-66 

DOCKET NO. 

( Continuation ) 

EST. cr HE?: KLEIN, Deceased, EE BE KLEIN. MALCOLM KLEIN and 1 9 

TO - vtt t' . T VT T.Tr'pq’ KTV.TM Wife_POTITlONwR_| PmG-_ 

Dj;e 

Month Pjv Year 

' ' ' J J " - 

Filings and Proceedings 

Action 

Screed 

' 

•July 27, 1973 

ORDERED that Docket Nos. 2696-6U, 2202-66, 902-68, hlV 

On 

O' 

V* 

vJUL 31 1973 


and L89-68 be calendared for trial on Dec. 10, 1973 







Sent.iq.lQ7~ 

5 ORDER, that counsel shall file a trial memora 

ndum 

SEP 211973 


with the Court, on or before Nov.26,1973 whic 

h 



will set forth the issues involved in each 




case and further 



• 

ORDER, that the parties shall endeavor to 




stipulate evidence and further 



• 

ORDER, that all motions, stipulations of fact, 




stipulated decisions and trxal memorar turns 



- 

shall be filed with the Court not later than 




Nov.26,1973. 




JOINT IDT ION to Sever Issues for the purposes of Trial: 



[ . _ . 

Briefing, and Opinion. 


tov. 8. 1973 

1 Nov. 1, 1973 

IDT 10 f I by Resp. to consolidate #2696-6h & #2202-66 for 




trial. Briefing and opinion. 

GRANTED 
Nov, 9, 1973 

nov rm 

Inov. 26, 1973 

TRIAL MEMORANDUM filed by Resp. 



■Dec. 10, 1973 

TRIAL at New York before Commissioner Johnston. 




Stipulation of Facts filed with Exhibits. 




(Seriatum Briefs) 

PETITIONER'S BRIEF DUE: January 26, 1976 




RESP. BRIEF III ANSWER DUE: February 25, 1976 




PETR. BRIEF IN REPLY DUE: March 12, 1976 




SUBMITTED TO COMMISSIONER JOHNSTON 

1 



(continued to page 6) 



0 


Form No. 34A 
March 10S7 
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UNITED STATES TAX COURT 

GENERAL DOCKET 


KET no. 2202-66 


( Continuation ) 


EST OF HEMAN KLEIN ETC 

Date 


_ Ult J _ Filings and Proceedings 


'ec'd. __ 


an. 23, 1974 |BRIEF for Petitioner filed. _ 

BRIEF IN ANSWER for Resp. filed._ 


REPLY BRIEF for Petitioners filed. _ 

Oct. 15, 1974 OPINION (report) of C ommissioner Johnston filed. _ 

Oct. 15, 1974 ORDER that the parties may file with the Court on or be fore 

December 2, 1974 a brief set ting forth any exceptions _ 

of law or of fact to Commissioner Johnston's report, <md 

an y repli es may be filed on or b e for e January 2, 19/5 _ 

EX CEPTIONS TO TH E RE PORT O F THE C OMMIS SIONER.,_ 

filed by P etr._ 


PETITIONER 

Action 



ORDER, that thi 

s case is hereby assigned to JUDGE - 



>, Division 8, for further consider 

ntion 

and disuostition of the severed issue. 


•lar. 11, 1975 1 FINDINGS OF FACT AND OPINION filed. Judge Dawson. 

An appropriate ord er will be en t ered._ 

O RDER, that the severed issues having been decided by 

th e Court, case is returned to Comr. Johrnton fc ._ 

direction to sot fo e tr ial in d ue courc'j ': i ti-.j _ 

a t-hpr presented by .the pleadings ._ 

lar. 20, 1975 | ORDER, th at c ase is ca lendare d fo r report on settle- 

ment a t Motio n s Sessio n on Jun e 25, 1975 at Wash .,D 

Pt-norm (y r i r~* t— ~ r r r>r>e— r; I, ' 1 


(Gont. to page 7) 



PAGE 6 


Served 


JAN 2 3 1S74 


61974 | 

nARtl 


Oct. 15, 197 



War i s 7 97s 


rfAR 2 4 '975 


hiii i i ii/a 


GPO 
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UNITED STATES TAX COURT 

GENERAL DOCKET 


SOCKET no. 2202-66 


( Continuation ) 


ESTATE OF HERMAN KLEIN, ET AL 

PETITIONER 

Date 

Filings and Proceedings 

Action 

Month Day Year 



June 25/ 1975 |ORDER that this case is continued to August 21, 1975 


at Washington, D.C. for further repor 


Aug. 25, 1975 REPORT ON SETTLEMENT filed by R'.sp. 


Aug. 26, 1975 ORDER that the parties are given until oct. 29, 1975 


to submit settlement documents in this case. 


Oct. 3, 1975 SETTLEMENT STIPULATION, filed. 


STIPULATED DECISION ENTERED, Judge Dawson. 


APPELLATE PROCEEDINGS 


NOTICE OP APPEAL to U . S.C.A., 2nd C ir., file d by Petrs. 
NOTICE of Filing w ith c opy o f not ic e o f appeal se nt to 

_ Chief Couns e l, Mr. Mea de VTiitaker. _ 

NOTICE, to parties, of assembling and date for trans¬ 


mission of record. 


Served 


M 2 T 1975 



Inov. 19 , .1975 


Nov. 19, 1975 


Nov. 19, 1975 
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■ 

63 T. C. NO. 56 

F 

UNITED STATES TAX COURT 

ESTATE OF HERMAN KLEIN, DECEASED, BEBF. KLEIN, MALCOLM B. 

KLEIN AND IRA K. KLEIN, EXECUTORS AND -LIE KLEIN, 

INDIVIDUALLY, Petitioners, v. COMMISSI.' .ER OF INTERNAL 
REVENUE, Respondent 

Docket Nos. 2696-64 and Filed March 11, 1975. 

2202 - 66 . 

Deceased taxpayer was a partner, with a 30 
percent interest, in two partnerships. A partner¬ 
ship return was filed showing gross receipts^from 
sales and contracting income in the amount of 
$3 > c ' 45,911.45. The deceased taxpayer and his 
surviving spouse filed a joint Federal income tax 
return showing items of gross income in the total 
amount of $91,531-15, of which $90,845-89 was 
partnership gross income. The amount omitted from 
the joint return was $45,733-28. Petitioners 
contend the "amount of gross income stated in the 
return" was $91,531-15- Respondent contends It 
was $],106,896.07. The determination of whether 
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petitioner-wife is entitled to che benefit of 
the "innocent spouse" provision of section 6013 
(e)(1)(A) depends upon the resolution of this 
issue. 

Held ; 

1 . The meaning of the phrase "amount of gross 
income stated in the return" used in section 6013 
(e)(1)(A), I.R.C. 195^, must be determined by 
reference to section 6501(e)(1)(A) as required by 
section 6013(e)(2)(B). 

2. Section 6501(e)(1)(A) defines "gross 
income" in the case of a trade or business as the 
total of the amounts received or accrued from the 
sale of goods or services prior to diminution by 
the cost of such sales or services and includes 

in the amount of grosb income stated in the return 
any amount which is disclosed in the return or 
attached to the return, in a manner adequate to 
apprise the secretary or his delegate of the nature 
and amount of such item. 

3. The total of the amounts received from 
the sale of goods and services prior to diminution 
by the cost of such goods and services disclored 
in the return of the partnership in the amount 

of $1,106,210.81 is included in the amount of 
gross income ($1,106,896.07) stated in the joint 
return of the deceased taxpayer and the surviving 
spouse. Genevieve B. Walker , 46 T.C. 630 (1966). 

4. Since $45,733-2« is not in excess of 25 
percent of the amount stated in the Joint return, 
the surviving spouse does not qualify for relief 
under section 6013 (e). 

5. The gross receipts requirement does not 
establish an arbitrary and unreasonable classification. 
Thus, section 6013(e) is not unconstitutional. 

Henry Mayer and Paul M. Levinson , for the petitioners. 

rowell W. Holly, Jr. and Kimball K. Ros s, for the 
respondent. 

DAWSON, Judge : The severed issues in these cases 
were assigned to and heard by Commissioner Charles R. 


/• 
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Johnston pursuant to Rules l80 and 182 , Tax Court Rules 
of Practice and Procedure. With minor modifications the 
Court agrees with and adopts the report of Commissioner 
Johnston which is set forth below. 

OPINION OF THE COMMISSIONER 
Respondent determined the following deficiencies 
and additions to tax against petitioners for the taxable 
years 1955 through I960: 


Docket 

No. 

Year 

De ficiencies 

Additions to Tax 
under sec. 6653(b) 

2696-64 

1959 

$ 9,547.71 

$ 5,266.92 


I960 

14,367.61 

7,183.81 

2202-66 

1955 

$48,594.11 

24,762.81 


1956 

14,224.40 

7,598.20 


1957 

11,234.48 

6,142.87 


1958 

7,062.26 

4,056.34 


Upon motion by respondent, without objection by petitioners, 
these cases were consolidated for trial, briefs and opinion. 

The principal issue to be decided herein is whether 
there was omitted from gross income an amount properly 
includable in the joint return of Herman Klein and Bebe 
Klein for the taxable year 1955 which is attributable to 


•1. 

All statutory references are to the Internal Revenue 
Code of 1954, as amended, unless otherwise stated. 








Herman Klein and which is in excess of 25 percent of 
the amount of gross income stated in the return as provided 
in section 6013(e)(1)(A). The parties have stipulated 
that Bebe Kiel meets the requirements of section 6013 
(e)(1)(B) and (C) and that she is not liable for any 
addition to tax under section 6653(b) for the taxable year 
1955. 

FINDINGS OF FACT 

AIj. the facts have been stipulated and are found 
accordingly. 

The petitioners are the Estate of Herman Klein, 
Deceased, Bebe Klein, Malcolm B. Klein and Ira K. Klein, 
Executors and Bebe Klein, as surviving wife. The addresses 

40 

of the above-named individuals at the time of the filing 

of the petition were as follows: 

Bebe Klein 201 East 83d Street 

New York, New York 

Malcolm B. Klein 31 Dorchester Street 

Huntington Station, New York 

Ira K. Klein 107 Jackson Place 

Paramus, New Jersey 

Herman Klein died August 30, 196*'. The Surrogates 
Court of New York County, New York on October 19, 1964, 
granted letters testamentary on the Estate of Herman Klein 
to Bebe Klein, Malcolm B. Klein and Ira K. Klein who duly 
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qualified and were acting as Executors at the time of 
the submission of this proceeding. 

Herman Klein, during the year 1955, was engaged in 
the manufacture of dresses as a 30 percent partner in 
the partnerships of Miss Smart Frocks and C & S Dress 
Company, and as a stockholder in Miss Smart Frocks, Inc. 

A partnership return. Form 1065, f° r the taxable year 
beginning May 1, 1954, and ending April 29, 1955, of 
Miss Smart Frocks and C & S Dress Company, using the 
accrual method of accounting, was filed with the District 
Director of the Upper Manhattan District, New York, New 
York. For the year ending April 29, 1955, the partnership 
return of Miss Smart Frocks and C & S Dress Company showed 
sales in the amount of $3,545,911-95 and a schedule for 
the C & S Dress Company included in the partnership 
return showed gross Income from contracting in the amount 
of $141,457-40. The petitioners' joint income tax 
return for the taxable year 1955 did not show fche amount 
of partnership sales or the amount of gross income from 
contracting, included in the partnership return. 

Herman Kle .i and Bebe Klein timely filed a joint 
return for the taxable year 1955 with the District Director 
of the Upper Manhattan District, New York. The joint 
return showed the following items of gross incom- . 
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Interest $ 191.21 
Royalties 49*1*05 
Partnership $90,845.89 

Total $91,531*15 


The joint income tax return of Herman and Bebe Klein 
for the taxable year 1955 failed to include the following 
items in income, all of which are attributable to Herman 
Klein. 


a. 

Dividend 

Income 

$21,994.29 

b. 

Other Income 

5,200.00 

c. 

Interest 

Income 

43-25 


In addition to the preceding items, the petitioners’ 

Joint income tax return failed to include in income, 

Herman Klein’s proportionate share of corrected net 
partnership income from Miss Smart Frocks and C & S Dress 

! 

Co. for the taxable year ended April 29, 1955, in the 
amount of $18,495.74 which resulted from the disallowance 
of various claimed deductions on the partnership return. 

I 

ULTIMATE FINDINGS OF FACT 

! 

The petitioners omitted the following items from 
gross income on their joint income tax return for the taxable 
year 1955: 

Dividend $21,994.29 

Other income 5,200.00 

Interest income_ 43.25 

Total $27,237.54 2 


2 . 

We note the conflict betweer the amount stipulated 
as omitted from the gross income stated in the joint return 
and the amount found here. However, s*nee resolution of 
the conflict would not affect 1 ’e result, we disregard it. 


nt 








The net partnership income of $90,845-89 f’om 
Miss Smart Frocks and C 8= S Dress Cc. reported by 
Herman K .ef.n on his joint income tax for the taxable 
year 1955 was properly increased by $18,495*7** representing 
his proportionate share of deductions of Miss Smart I rocks 
and C & S Dress Co. which were disallowed for the 


taxable year ended April 29, 1955* 

The joint income tax return for the taxable year 
1955 filed by the petitioners reported the following 


items of gross Income: 


Interest $ 

Royalties 

Distributive share of gross 
income of partnership. Miss 


191*21 

494.05 


Smart Frocks and C 8- S 

Dress Co. $1,106,210.81 


6 


Total gross income 

reported $1,106,896.07 


The amount omitted from gross inc-v . does not exceed 
25 percent of the sum of $ 1 , 106, 0 it .07• 

Petitioner, Bebe Klein, does not meet the require¬ 
ments of Code §6013(e)(l)(A) with respect to the taxable 
year 1955, nor does she qualify as an innocent spouse 
for the taxable year 1955 under the provisions of Code 

56013(e). 

OPINION 

The petitioners contend that the amount omitted from 
gross Income was "in excess of 25 percent of the amount of 
income stated in the return". They base this 


gross 



contention on the grounds that the iount of gross income 

stated in the joint return of Hermai Klein and Bebe Klein 

was $91,531.15 and ,r- amount omitted was $* 15 , 733 . 28 . 

Respondent stipulated that the amount omitted irom 

the joint return was $*15,733-28. However, the respondent 

contends that the "amount of gross income stated in the 

return" is $1,106,896.07. He computes this sum as follows: 

Interest $ 191.21 

Royalties *19*4.05 

Partnership (30 percent distributive 
share of the sales and contracting 
income of Miss Smart Frocks and C 
& S Dress Company) $1.106,210.81 

Total $1,106,896.07 

The difference between the parties arises over the 

meaning of the phrase "amoun 1 ' of gross income stated in 

3 

the return" found in section 6013(e mI)(A). 


SEC. 6013. JOI;'. RETURNS OF INCOME TAX BY HUSBAND 
AND WIFE, (e) Spouse relieved of Liability in Certain 

C3.S6 S — — 

(1) In General.—Under regulations prescribed by 
ti.e Secretary or his delegate, if — 

(A) a joint return has been made under this section 
for a taxable year and on such return there was 
omitted from gross income an amount properly includable 
therein which is attributable to one spouse and which 
is in excess of 25 percent of the amount of gross 
income stated in the return, 

(B) the other spouse establishes that in signing 
the return he or she did not know of, and had no 
reason to know of, such omission, and 

(C) taking into account whether or not the other 
spouse significantly benefited directly or indirectly 
from the items omitted from gross income and taking int 
(CONTINUED) 
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Petitioners argue that the language of section 
6013(e)(1)(A) is so clear and unambiguous that the term 
"amount of gross income stated in the return" can only 
have reference to the amount of gross income the taxpayer 
actually reported in the joint return. There would be much 
force in this point if the words could be taken out of 
their particular setting. However, we cannot determine 
the meaning of the phrase by looking at section 6013 (e)( 1 )(A) 
alone because section ( 6013 (e)(2)(B) links section 6013(e) 
with section 6501(e). Viewed in this light, we think 
petitioners' argument must fall, for to accept it would 
render section 6013(e)(2)(B) meaningless. 


" FOOtn0 ^ o runt 0n al"i n o G tSar facts and circumstances i,. is 

inevitable to hold the other spouse liable for the 
deficiency in tax for such taxable year abb ^ babable 

to such omission, then the other sl ?nte-elt 

ncs-Mnved of liability for tax (including interest, 
penalties and other amounts) for such taxable year 
So lie extent that such liability is attributable 

)?i SU lDec?arrules4-For°purpo«s e of parasraph (1) — 
2 (A) the determination of the spouse to whom items 
of gross income (other than gross income from 
property) are attributable shall be made withou 
regard to community property laws, and 

(B) the amount omitted from gross income 
determined in the manner provided by section 6501(e) 

(1)(A). 

J| ' /'em I IMITATIONS ON ASSESSMENT AND COLLECTION. 

(?)• Substantial Omission of Items.-Except as other- 
wise P^vlded^n^ubsectiontc)..-^ ^ of 0ny tar imposed 
by subtitle A— (CONTINUED) 
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Petitioners further argue that section 6013(e)(2)(B) 
only incorporates the adequate disclosure requirements 
under 6501(e)(1)(A) which determine whether an amount, and 
how much of an amount, has been omitted from gross income 
but does not incorporate the rules under section 6501(e) 
(1)(A) which relates to the computation of the amount of 
gross income stated in the return." They contend that 
section 6013(e)(2)(B) only requires the use of section 
6501(e)(1)("^ to determine how to compute the amount 
of omission and not how to compute "the amount of 
gross income stated in the return." We fail to see how 
a computation can be made under section 6501(e)(1)(A) of 


(A) General Rule.—If the taxpayer omits from gross 
income an amount properly includible therein which i 
in excess of 25 percent of the amount of gross income 
stated in the return, the tax may be assessed, or a 
proceeding in court for the collection of such tax 


may be begun without assessment, a^ 


any time within 
For purposes of 


6 years after the return was filed, 
this subparagraph--^ ^ a traae or buslness> the term 

"gross income" means the total of the amounts re¬ 
ceived or accrued from the sale of goods or services 
(if such amounts are required to be shown on the 
return) prior to diminution by the cost of such 
sales or services \ and 

(ii) In determining the amount omitted from gross 
income, there shall not be taken into account any 
amount which is omitted from gross income stated in 
the return if such amount is disclosed in the retu.n, 
or in a statement attached to the return, in a manner 
adequate to apprise the Secretary or his delegate of 
the nature and amount of such item. 





the amount of gross income omitted from a return without 
a simultaneous determination of the amount of gross income 
stated in the return; and, the only way "the amount of gross 
income stated in the return" can be determined, where a 
partner of a partnership which has filed a return is concerned, 
is to consider the partnership return together with the 
individual return in determining "the total gross income 
stated in the return" of the individual partner. Geneviev e. 

B. Walker , 46 T.C. 630 (1966). See Nadine I. Davenp ort, 

48 T.C. 921, 928 (1967); Accord , Elliott J. Ro schunl, 44 
T.C. 80 (1965), and Jack Rose , 24 T.C. 755 (1955)- Cf. 

Section 702(c); Section 1.702-l(c)(2), Income Tax Regs. 

Petitioners also contend that the legislative history 
of section 6013(e) supports their position, finding parr.icu- 
lar comfort in the first sentence of the report of the 
Finance Committee/ As we read the first sentence we think 


The first requirement, that the amount omitted from 
gross income must equal more than 25 percent of the gross 
income shown on the return, is intended to limit the re^ie 
provided in the bill to those cases where the income omitted 
represents a significant amount relative to the reported 
income. Whether or not an omission meets this test is "O 
be determined in a manner similar to the test applied unde 
existing law in determining, for purposes of the six year 
statute of limitations, when an omission in excess of 5 
percent of gross income exists. S. Rept. No. 1537, 

Cong. p. 3 (1970). 1971-1 C.B. 606, 607- 
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"the income reported" by a partner includes his share of 

the gross income, as defined in section 6501(e)(1)(A) (i), 

of the partnership. Rev. Rul. 55-^15, 1955-1 C.B. 412 

6 

and I. T. 3981, 1949-2 C.B. 78. 

Petitioners next argue that the policy considerations 
behind section 6501(e) and 6013(e) are different. They point 
out that section 6013(e) was passed as an amelioratory 
provision to provide relief for an innocent spouse and that 
the use of the gross receipts test of section 6501 reduces 
the chances of an innocent spouse being able to show that the 
omission exceeded 25 percent of the inflated figure. How¬ 
ever appealing this argument may be toward tempering a 
harsh result, we point out again that if Congress had wished 
to use the gross income actually reported on the joint return 
as the amount against which the 25 percent omission was to be 
measured, it need not have adopted subsection (2)(B) of 


l - 

Respondent cites section 702(c) and section 1.702-l(c) 
(2), Income Tax Regs., in support of this position. We note 
in passing our belief that the example given in section 
1.702-l(c)(2) Income Tax Regs, conflicts with section 6501 
(e)(l)(A)(i) and (ii) because under the latter section 
"gross income" is specially defined and if a partnership 
return is filed the entire amount of such "gross income" 
allocable to a partner is deemed reported on the return. 

We do not think the gross income referred to in section 
702(c) is the equivalent of the "gross income" defined 
under sec. 6501(e)(1)(A). 


I 




6013(e). See A nn B. Resnick , 63 T.C. No. 48 (February 3, 1975) 

Another contention made by petitioner is that if 

Congress had intended that section 6501(e)(1)(A) be used to 

determine "the amount of gross income stated in the return" 

it would have worded section 6013(e)(2)(B) as follows: 

The amount omitted from gross '.come and the 
gross, income stated in the return 3V.' j .il be deter¬ 
mined in the manner provided by §6501(e)(1)(A). 

We must disagree with petitioners since we think section 

8 

6501(e)(1)(A)(i) and (ii) directly deals with the deter¬ 
mination of the gross income stated in the return. This 
is because the partnership return must be read as an 
adjunct with the individual partner's return in determining 
the total gross Income stated in the individual's return. 

4 

Indeed, that determination with respect to partnerships 
arose from the gloss upon the section by the decided cases, 
compare L. Glenn Switzer , 20 T.C. 759 (1953) with Genevieve 


B. Walker , supra , and Nadine I. Davenport , supra ; Cf. Elliott 



We also point out that it is not only an innocent 
spouse, whose guilty spouse is a member of a partnership, 
who is affected by a determination that other gross income 
is imputed to the individual return. The rule would also 
encompass innocent spouses of sole proprietors, Alvi n Howse , 
T.C. Memo. 1974-225; and innocent spouses of shareholders 
of Subchapter S corporations. Cf. Ell iott J. Rosc huni, 

44 T.C. 80 ( 1965 )- Respondent correctly points out that 
to interpret the statute in the manner contended for by 
petitioners, spouses of partners would be treated differently 
than sole proprietors and Subchapter S shareholders. 

8. fl 

Ibid, Footnote 4, (i) and (li). 
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J. Roschuni , supra ; arid Jack Rose , supra . 

Finally, petitioners contend that the gross receipts 
test sets up an arbitrary, capricious, unreasonable and 
unfair classification because an otherwise innocent spouse 
would be unable to avail herself of the provisions of 
section 6013(e) when the guilty spouse was a partner in 
a partnership that had substantial gross receipts with 
little or no net income or relatively little net income 
compared with the gross receipts of the business. They 
urge that the gross receipts test is wholly unrelated to 
the economic reality of the taxpayers' situation and there¬ 
fore its use as a basis for establishing c3assification is 
arbitrary, capricious, unreasonable and unfair and hence 
violates due process of law under the Fifth Amendment to 
the United States Constitution. 

Xn Penn Mutual Indemnity Co. , 32 T.C. 653, 658 

(1959) this Court said: 

An act of Congress is not lightly to be 
set aside, and doubt must be resolved in its 
favor. So much is familiar learning. Moreover, 
the presumption in favor of validity is particu¬ 
larly strong in the case of a revenue measure.* * * 

It is with this injunction we approach petitioners'arguments 

9 * See also Harry Laudau, 2i T.C. 4lH (1953); Norman 
Rodman, T.C. Memo. 3973-277; and Vernie S. belcher, T.C. 
Memo. 1958-180 whore it is pointed out that a partner s 
share of the gross income on the partnership returns must be 
imputed to the individual return." And that if the partner- 
(CONTINUED) 




on the constitutionality of the application of section 


6013 (e) under the facts of this case. 

We certainly must agree with the proposition stated 
in the cases cited by petitioners that a federal taxing 
statute may be so arbitrary and capricious as to cause it 
to fall before the due process of law clause of the Fifth 
Amendment. Heirer v. Donnan, 285 U.S. 312 (1932); 

Brush aber v. Union Pacific Railroad Co. , 240 U.S. 1 (1916); 
Moritz v. Commissioner , 469 F. 2d 466 (C.A. 10, 1972), 
reversing 55 T.C. 113; and Reed v. Reed , 404 U.S. 71 (1971). 
However, we point out that in both Moritz and Reed, supra , 
the invidious discrimination was based on sex. Under section 
6013(e) both qualified male and female spouses are entitle.! 
to the benefits of the section. For that reason we do not 
think either Moritz or Reed are controlling here. 

Section 6013(e) is a mitigation provision and in 
common with other mitigation provisions not every taxpayer 
or transaction is entitled to relief. Cf. Section 1311 
seq. See Knowles Electronics Inc, v. United States , 365 F. 


Footnote 9—Continued 

ship return is not in evidence it is impossible to 
know the "gross incon:'* stated in the return. 1 The six year 
limitation do(.s not apply if disclosure "is made on or with 
the tax return." (Kmphasis supplied). H. Rept. Ho. 1337, 
83d Cong"'.",' _ 2d“Sess. , p. 107 0 954); S. Rept. Ho. 1622, 

83d Cong., 2d Sess., pp. 143-144 (1954). 



2d 43 (C. A. 7, 1966). The fact that petitioner Bebe Klein 

suffers a financial hardship if she is found not to be 

eligible for the relief provided under section 6013(e) 

10 

should not be controlling. 

But the question here is whether in the application of 

section 6013(e) in conjunction with section 6501(e)(1)(A) 

to spouses of partners (as well as other spouses as indicated 

below) that section 6013(e) must fall before the Fifth 

Amendment as an arbitrary classification. 

In United States v. Maryland Sa’ ' igs-Share Insurance 

Corp. , 400 U.S. 4, 6 (1970) the Court stated: 

* * "Normally, a legislative classification will 
not be set aside if any state of facts rationally 
justifying it is demonstrated to or perceived by 
the courts. [Citations omitted] * * * 

We do perceive a rational basis for the classification. 

Congress chose as the basis for measuring the amount omitted 

from gross income under section 6013(e)(1)(A) the provisions 

of sect'on 6501(e)(1)(A)(ii) which had been used to measure 

omissions from gross ncome in determinations of whether a 

three year or six year statute of limitations applied. Since 

Congress restricted its relief under section 6013(e) to cases 


* * "What warrants specialized treatment such as those 
which have been indicated? Mention of hardship and financial 
loss is unconvincing. The world at large and the income tax 
world in particular are full of hardship and loss despite 
which it is deemed sound policy to enforce general rules 
inflexibly. " * "Maguire, Surrey and Traynor, Section 8?0 
of the Revenue Act of 1938. 48 Yale Law Journal 509 (1939). 
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involving omissions from gross income, the use of a gross 

receipts test in the case of a trade or business was proper. 

The gross receipts test in section 6501(e)(1)(A) was 

adopted by Congress to eliminate some of the problems which 

arose under its predecessor, section 275(c) I.R.C. 1939. 

See The Colony, Inc, v. Commissioner of Internal Revenue , 

357 U.S. 28 (1958) and the case cited therein. In Uptegrove 

Lumber Co. v. Commissioner , 204 F. 2d 570 (C. .. 3, 1953)> the 

Court found there was "a real ambiguity" in section 275(c) 

I.R.C. 1939. The committee reports give no indication as 

11 

to why a gross receipts test was adopted. It can only be 
presumed that it was for the purpose of avoiding litigation 
as to whether adequate information was given as to the 
amount of "gross income." Cf. L. Glenn Switzer , supra ; and 
Emma B. Maloy , 45 B.T.A. 1104 (1941). Of course, when section 
6501(e)(1)(A) is applied with respect to a taxpayer who is 


11 . 

Several changes from existing law have been made in 
subsection (e) of this section. In paragraph (1), which 
relates to income tax, the existing 5-year ru^ in the case 
of an omission of 25 percen' of gross income has been extended 
to 6 years. The term gross income as used in this paragraph 
has been redefined to mean the total receipts from the sale 
of goods or services prior to diminution by the cost of such 
sales or services. A further change from existing law js 
the provision which si -es that any amount as to which 
adequate information 1. given on the return will not be taken 
into account in determining whether there has been an omission 
of 25 percent. .1. Repl . No. 1337) 83d Cong., 2d Sess., 
p. A-414 (1954). 
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a member of a partnership for which a return had been filed 

to determine whether the three year or the six year statute 

of limitations applies it normally operates to his benefit. 

Genevieve B. Walker , supra ; Cf. Jack Rose , supra ; and 

Elliott J. Roschuni , supra . 

Section 6013(e) was adopted in consequence of a 

series of decisions Imposing fraud penalties and tfxes upon 

the spouses of guilty taxpayers, where admittedly the spouse 

had no knowledge of the fraud and did not benefit economically 

from it, because joint returns were filed. Louise M- Scudder , 

48 T.C. 36 (1967) reversed and remanded 405 F. 2d 222 (C.A. 

6 , 1968); Huelsman v. Commissioner , 1 6 F. 2d 477 (C.A. 6, 

1969), remanded for disposition within guidelines of Circuit 

Court opinion; Betty Bell Wlsslng (Formerly Betty Bell 

12 

Huelsman) , 54 T.C. 1428 (1970). See also Kathleen C . 
Vannaman , 54 T.C. 1011 (1970). 

In adopting section 6013(e) Congress only provided 
relief for an innocent spouse where a joint return was filed 
and all of the other requirements of section 6013 (e) were met, 
including an omission from gross income exceeding 25 percent 
of the total gross Income stated in the return. It did not 

_ 

For a discussion of the background of section 6013(e) 
see Meade Emory, "New Law Alleviates Innocent Spouse-Joint 
Return Problem on Omitted Income," 34 Journal of Taxation 
154 (1971). 
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provide relief for innocent spouses in community property 

states where no joint returns were filed, even though all 

the other requirements of section 6013(e) were met. United 

States v. Mitchell , 403 U.S. 190 (1971); Mary Lou Galliher , 

62 T.C. No. 8l (September 3, 1974). In Mitchell the Court 

suggested the remedy was legislation such as sections 6013(e) 

and 6653(b). Furthermore, Congress did not provide relief 

13 

if the liability was attributable to improper deductions. 
Petitioners' liability, in part, was attributable to Improper 
deductions on the partnerships' returns. If Congress could 
constituteonally exclude from relief innocent spouses in 
community property states where no joint return was filed, 
it could properly exclude other innocent spouses who could 
not meet the tests of section 6013(e)(1)(A). 

We think it is constitutionally permissible for Congress 
to take one step at a time in adopting a relief provision, 
addressing itself first to the phase of the problem which 
seems to it most egregious. Williamson v. Lee Optical Co. , 

348 U.S. 483 (1955); McDonald v. Board of Election , 394 U.S. 
802, 809 (1969); National Labor Relations Boar d v. Jones & 
Laughlin Steel Corp. , 301 U.S. 1, 46 (1937). Congress has 
apparently decided the potential injustice was greatest 


13 . 


Ibid, Footnote 12. 
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where an omission from gross income occurred and joint 
returns were filed. In so limiting its remedy Congress 
dealt with an appropriate class and it was not bound to 
include others. Graham & Foster v. Goodcell , 282 U.S. 409. 
431-432 (1931). Cf. W. Astor Kirk , 51 T.C. 66 (1968). affd. 
425 F. 2d 492 (C.A. D.C., 1970). 

We hold petitioners have failed to sustain their 
burden of overcoming the presumption of the validity of 
section 6013(e). Vie also hold that section 6013(e) is 
constitutional. Having decided the issues before us in 
favor of the respondent, these cases will be set for trial 
in due course on the other issues presented by the pleadings. 

An appropriate order 
will be entered. 
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UNITED STATES TAX CO RT 


ESTATE OF HERMAN KLEIN, Deceased, ) 

BEBE KLEIN, MALCOLM B. KLEIN and ) 

IRA K. KLEIN, Executors and ) 

BEBE KLEIN, Individually, ) 

) 

Petitioners, ) 

) 

v. ) Docket No. 2202-66 

) 

COMMISSIONER OF INTERNAL REVENUE, ) 

) 

Respondent. ) 


DECISION 


Pursuant to stipulation of the parties in this case, 
and in accordance with the opinion of this Court filed 
March 11, 1975, it is 

ORDERED end DECIDED: That there are deficiencies 
in income taxes due from the petitioners, before appli¬ 
cation of Int, Rev. Code of 1954 , §6013 (e) for the 
taxable years 1955, 1956, 1957 and 1958 in the amounts 
of $27,524.80, $14,224.40, $11,234.48 and $7,062.26, 
respectively; 

That the foregoing deficiencies in income taxes are 
due from the petitioners under the provisions of Int. R ev. 
Code of 1954 , §6013 (e), as follows: 

Joint Liability 


Year 

Income Tax 

1955 

$27,524.80 

1956 

NONE 

1957 

NONE 

1958 

NONE 
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Ad ditional Amount Due From 
t he Estate of Herman Klein, Deceased 


Year Incoir.e Tax 

1956 $14,224.40 

1957 11,234.48 

1958 7,062.26 

That there are additions to tax due from the peti¬ 
tioner, Estate of Herman Klein, Deceased, under the pro¬ 
visions of Int. Rev. Code of 1954 , §6653 (b) for the 
taxable years 1955, 1956, 1957 and 1958 in the amounts 
of $14,228.15, $7,598.20, $6,142.87 and $4,056.34, 
respectively; 

That there are no deficiencies in income taxes due 
from, or overpayments due to, the petitioner Bebe Klein, 
for the taxable years 1956, 1957 and 1958 under the pro¬ 
visions of Int. Rev. Code of 1954 , §6013 (e); and 

That there are no additions to tax due from the 
petitioner Bebe Klein, under the provisions of Int. Rev. 
Code of 1954 , §5653 (b) for the taxable years 1955, 1955, 
1957 and 1958. 


(£ 




Entered: 0*TT i ~ ^75 


Judge. 


* * * * * 

It is hereby stipulated that the foregoing decision 
is in accordance with the opinion of the Court filed March 
11, 1975 and the agreed issues as set forth in the stip¬ 
ulation filed concurrently herewith, and that the Court 
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may enter this decision without prejudice to the right 
of either party to contest the correctness of the decision 
entered herein only to the extent of the matters con¬ 
sidered by the Court in its opinion filed March 11, 1975. 

It is further stipulated that, effective upon the 
entry of this decision by the Court, petitioners waive 
the restrictions, if any, contained in the applicable 
Internal Revenue laws on the assessment and collection 
of the deficiencies in income taxes plus statutory 
interest and the petitioner Estate of Herman Klein, 
Deceased, waives such restrictions on the assessment 
and collection of the additions to the tax. 

MEADE WHITAKER, 

Chief Counsel, 

Internal Revenue Service 


(Sgd) GERALD BACKLR-CCiV.Jr 

GERALD BACKER, 

Assistant Regional Counsel, 

26 Federal Plaza (12th Floor), 
New York, New York 10CC7 
Tel. No. 212-264-0262 


7V */Jl 




HENRY~1^AYER, 

Counsel for Petitioners, 
19 West 44th Street, 

New York, New York 10036 
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UNITED STATES TAX COURT 


ESTATE OF HERMAN KLEIN, Deceased, ) 

BEBE KLEIN, MALCOLM B. KLEIN and ) 

IRA K. KLEIN, Executors and ) 

BEBE KLEIN, Individually, ) 

) Docket Nos. 2696-64 
Petitioners, ) 2202-66 

) 

v. ) 

) 

COMMISSIONER OF INTERNAL REVENUE, ) 

) 

Respondent. ) 


STIPULATION OF FACTS 


The parties hereby stipulate and agree that for the pur¬ 
pose of this case, the following facts and exhibits attached 
hereto and made a part hereof may be taken as true, subject to 
the rights of the parties to introduce other and further 
evidence not inconsistent with this stipulation and preserving 
the parties' rights to object, at the time of trial, to any 
arfall portions of said stipulation and attached exhibits as 
they may deem to be irrelevant or immaterial. 

1. The petitioners are the Estate of Herman Klein, 
Deceased, Bebe Klein, Malcolm B. Klein and Ira K. Klein, Exe¬ 
cutors, and Bebe Klein, as surviving wife. The addresses of 
the above-named individuals at the time of the filing of the 


petition were as follows: 
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(a) Bebe Klein 

201 East 83 Street 

New York, N.Y. 

(b) Malcolm B. Klein 

31 Dorchester Street 

Huntington Station, N.Y. 

(c) Ira K. Klein 

107 Jackson Place 

Paramus, New Jersey 

i ' 

2. Herman Klein died on August 30, 1964. 

3. The Surrogate's Court of New York County on October 19 
1964, granted letters testamentary on the Estate of Herman 
Klein to Bebe Klein, Malcolm B. Klein and Ira K. Klein, who 
duly qualified and are presently acting as Executors. 

4. Herman Klein and Bebe Klein timely filed a joint 
return for the taxable year 1955 with the District Director, 
of the then Upper Manhattan District, New York. Attached 
hereto and marked Exhibit 1-A is a copy of the petitioners' 
joint Federal income tax return for the taxable year 1955. 

5. Herman Klein, during the year 1955, was engaged in 
the manufacture of dresses as a 307. partner in the partnerships 
of Miss Smart Frocks and C & S Dress Company, and as a stock¬ 
holder in Miss Smart Frocks, Inc. 

6. A partnership return, form 1065, for the taxable year 


beginning May 1, 1954 and ending April 29, 1955 of Miss Smart 
Frocks and C & S Dress Co., using the accrual method of 








/ 
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accounting, was filed with the District Director, of the then 
Upper Manhattan District, New York, New York. Attached hereto 
and marked Exhibit 2-B is a copy of Federal partnership return 
of Miss Smart Frocks and C & S Dress Co. for the taxable year 
ended April 29, 1955. 

7. The following items were omitted from gross income 
on said joint return filed by Herman and Bebe Klein: 


Dividend income 
Other income 
Partnership income 
Interest income 


$21,994.29 

5,200.00 

18,495.74 

43.25 


Total amount omitted from 

Gross income $45,733.28 

8. The said joint tax return filed for the year 1955, s 

shows the following items of gross income: 


Interest 

Royalties 

Partnership 


$191.21 

494.05 

90,845.89 


Total $91,531.15 

9. For the year 1955 the amount omitted from gross 
income (paragraph 7 herein) totaling $45,733.28, exceeds 
257o of the items of gross income shown in the return (para¬ 
graph 8 herein) totaling $91,531.15. 

10. The parties'agree that Bebe Klein meets the re¬ 
quirements of the Int. Kev. Code of 1.9'>4 , $ 6013(e)(1)(B) 
and (C). 
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11. For the year ending April 29, 1955, the partnership 
return of Miss Smart Frocks and C & S Dress Co., showed sales 
of $3,545,911.95; a schedule contained therein of C & S Dress 


Company for the same year showed gross income from contracting 
of $141,457.40. 

12. ^he^petitioners' 1955 joint tax return did not 

. % 

show therein the items described in paragraph 11. 

13. For the year 1955, the amount omitted from gross 
income (paragraph 7 herein) totaling $45,733.28) does not 


exceed 25% of the sum of $1,106,896.07 which is composed of 


the following items: 



Interest $191.21 

Royalties 494.05 

Partnership (307. distributive share 
of the sales and contracting 
income of Miss Smart Frocks and 
C & S Dress Company $ 1.106,210.81 

Total $1,106,896.07 

The parties agree that Bebe Klein is not liable 


for any addition to tax under the provisions of Int. Rev . 
Code of 1954 , § 6653(b) for the taxable year 1955. 



Counsel for Petitioners. 

r (Sgd) MEADE WHITAKER -< CC3Ui 


MEADE WHITAKER, 

Chief Counsel, 
Internal Revenue Service. 
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II lot than S1.C3, Il will ho rolundid only upon oppllc.itlon. Soo Inttructloi 

tnltr rnfut cl I; -t n »iu t u n C-r'.'T 1 rs Iff »••■-" >-| In S 

li your wife/hu band) mak-n^o sepciah-r 'uinfor t9j j? 1 I r 




L'J 



■ JlJ 

I Va 0 

o 


-1- 

r o 

, 1.14.^ 

f- 




. ; DefiiMrd 1 . 


□ Yc» K No II "Yes," wn’e her (his) nomo. 


I Al l you P^y o i o^rcc to r ; / anyone for ossivtanco in the prop- 
arolion J your return? ( Yes (J No If "Yes/* enter hn 
name ond addton.J. / I. L t s y / ( o # 

v 4 " iaJ- *>»- ? f > « > «• • /V- y, /V- 'v ■ 


Do you o vr> ony 
tederol lo< lor 
prior ytnisj 
n Yet 


niij 

JLnj 


I dtrlort Oil.. |l.. p.-tal* *t «l th«.I I.. hn<l'0."0 r»y MtorrpoNyiN, tdiadolo* ond Ilol^n.n'yl Pol b 

Nt btil el Iff knowledjt ord brl.rl It o hue, toneil, tied toirpl.ie itlurn. y J ' «-—■ o' S 

jz ( c.. 

..p —"(WJi Ptet'iN)..(biir). * (Tr i.«it • i»»t f*i(.Tn. w.iVt i .sfuit) (b''i) 

• Tnov,re iptil-incom. bwnpfiH. hu-.bondtmd wife mutt in-lud- oil ihoir Inentw tt thotnh only nne hot tiyown, BO» U^Ub lStC N. 


I detlote oedet ih. ... psi,u.y H-..I | .. . ir tVt'u.e lor iNt anttelil ein-d h.ir.e, red lb.it ... ... oe, in•>ptr ••- 

Mbtdulet red lloleeteMtl I* It Hit hull el w, Inuwli-... t oed brl el. a hut. totittl. tied luiepltlt tehMA bat >d e» oil let telurnohun ftlohn. It IN# leolltn 
r«awir«d I* be repurled In Ih.i fl+in «t X»hnh I huv# O rf kit'»«lflu»| - . , .. . . . * , i\ i 

>r v a.L-> I .O sV.'r.V.Jl /..-T'f*. 

'] find vdu«l «h tnnr. injt. fr) * (Addfs*)___ 
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ONLY copy available 


Pa?* 2 





fr«.jton»Np 

0 J 

In r. 0 T.«? 

C l d:p**i.|tnl 

1 n-s metr •• r.f 

V.j) ci ir.aitf 

i«ij'tt0lti»"tlii I 
e. cotf.l t l-ci'irt 

II . »"• AT ' 

Ani3 ,-t lift 1 9 01*1^ 

Imuj.'i :*.• : ;M f.;n 

9*n l.sif 





s. 

$ . 





.— 1 

.... .. 

.-. 







5s:: tion d - ibtd - -»• 5 .. . c ^- 

ITEMIZED DEDUCTIONS_Ir YOU DO NOT USE TAX TAULE OR STANDARD DEDUCTION 

?£12? J “ S uSr n, s.p«.u «.- on. .- — "“''rT T 


Contributions 


Interest 


Taxes 


'ii. j * ( .-. 

”kv^v.dA.v.i^- 

.i-iUJju --“I ? 

Total Conation, (not to ..cod 10 percent of line 11. po 3 . 1. **«*P» i" «P« ial £a ‘ ,,d "" ib,do ° 
pose It of imtrjcliom). 


...ll.cc-i-t.-v-v 




..Totol 


Z20SS7E..~.._-A'lv.*.A. 

..-.JV'.-y; 

I_4Ak-J..r^...Eux-x.tLE.... r .A-K‘.J. u.T.±r..(.., ._.” V ‘- 

! 1 ..To^l 


S_lV.'..fc 


_3.A 


V.9 


Medicat and 
dental expense 
(If 65 fit over, 
lee in 'uctior.s, 
page 1 


Chi 


ire 


Lost from 
fire, irm, or 
otk asualty, 
or theft 


sTimili!.- i.l l it. OJnrteettt .n» am-,it ranjriMttd b» liturmc. «r 

1. Coil of medicine! and druji, in e«ce»t of 1 percent of line 11, paje 1 • • • • .. 

2. Otfei med.col end der.tal eipemes. 

3. Totol.. ....*. 

4. Enter 3 percent of line 11, poj* .. 

5. Alln»nhl» amou nt (c«ce» of line 3 over line 4). (See inrtrueti onyposojlgj pr limitpliOM >•••• . ••• 


r*i ^ ■?..* 


E.pen-e» for care of chitd-en and certain other dependent! not to e.ceed S600 (See pose 13 of tnvtroc- 
fiont and cif f 3ch >»afgmenQ ..•_ • _ • • : :- l-M -ii- --" 


Total ln.-..jL(notjomoen «ited by in'uroiKQ o r ot herwise) 


Miscellaneous .. 

- • ‘ TOTAL DEDUCTIONS <E>|» r on Ime 2 of To. Com-."n n, LM. 


.Total 




TAX COMPUTATION—IF YOU DO NOT USE TH E T A X TACLE 


1. Enter Adjusted Grow Income Irom line 11, pa;jo 1. 

9 |( ,1 duc.ioni o- !• :n.,«l obv.-n enter M ,1 of such deletion',. If d ductien-. cr.- not ilemiird one//ine f, 

’ e (, 9vt ., „ $5,000 or r.tc-re: (i) rtar.cd fv.Wl f.lmg wporately w*cr 3 jC 0 ,(o)oII olhoncntc. 10 p reen c 

line 1 ,Lut not men then Jl ,,.0 . 

3. Balance (line 1 Io,v line 9) .... 

4 Multiply <600 by lot j! n. tnber ol encmptions claimed on line 4, page 1. 

M:' l ■ ■ ■ ' 

r Jiyt u I ■ 

8. T„, ■ »v~n— 


S .iVlVV'/v 

I 

_ 1 c4 'l V v 

S. S.v>“! .:*• 

|?c r-. - 


(a) Credit for income I 

(b) Income to* paid ct lOurro on to-be. co.enant bond i«U nod credit la. purful'y , i. e.o,-,. 

UwUMCt. . . .. ~i .' S2X . <; ' J .“. C ' 


$_ 


s_it 


*11 a: j 


• ■it t ■ i■ i • ; i 

. |i <!#•>! 
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only 


c °py available 


scunvvvr. D 

(Ite.-.n 1010) 


U. E Tfcniur) D,-|inilnif nt— IntiMol Ri'*eiiu > Sen •> 

Gains f.;:o losses from s/.les os Exsuaxs of pemu 

A "n li •)»»* i h» * tn V’M.r fn qmh» Tnx f *.«rrv te'-r- 


for Calendar Ynar 1 153. or cthor laxnhlo year bcginnirg 


!«urr.<} and AdJrost 


and an linQ 



. *V-r r 


(I) CAPITAL ASSETS 



« Ofpr. :*»t .«» 

••'6*- I i * 

»*• Ajt' I v-nce 
$ i. ..* » 
f. l K |. 1011 


M Ci • •* ' *•» < < 

(' »('’•*«•'* •* ■» 

»( »%*v 1 41 


..Is 


1. Enter your shore c! ne* short term gain (or loss) from rcrtnwxhfps and 1 tu ; ir.o» . \r~'i ' 

3. Enter unu.-c J capital lets carryover f-cm 5 preccdinq tnxablo yt a.s (Attach statement) ..s.J.. 

4. t' 1 ■ ’ v, ! - ei 1,3. onJ 3. .; :— -— 

X^ong-Titm Cnp.tal Goins and Loracs—As,its Held More Than 5 Month* 

T~ I _L.ft. Is .. . I* :• 


6. F er tlio lu’> nmcur.t c! jc .r share of not long term ga.n (or loss) from partnership* an 1 fidu:;ar 

7. . k nq-terrr c-iin ; ■ 1 ■ - - C o- I . ..—-- 

Gain a* U w T» B* Tohen I nto Accoun t • 

D. Eider net «he.-Mcon gam (cr In. ) f-im hr.e 4.. • 

fL Enter not 1 ‘ t ( t ft.17 .. 

Use lines 10 through 13 only if C“-r.* exceed lo xos in l.ncs 8 and 0. 

10. Enter short dorm qain (lino.8 cot o) reduced • 

11. Enter fang term qo h (lino 9, col a) redured by any short term fat* C.r 0 H. cJ b). N 

12. Enter 50 percent of line 11.... |. 

13. Enter here and on lmo l. Schedule D Nummary. Form 1040, the sum ol lines 10 and 12 - _ 

Tj i# line* 14 and 15 only if losses exceed gain* in line* C and 9. 

11. F-.tr 4ssics tell ' ininten lirv 8 an i ! ‘ . 

is. 1 

(b> taxable tnccnio can.puted v.ithou! regard to cor al qatrjar.J Ic.: i ai. i the c ■-'-•tlcrt. : ' : 

(rf«I.CC0 . . ...- 

COMPUTATION OF AliTJiHMATIVn TA < 

(Sec inftruction* on other tide as la when the alter.. five to* or' *•*•) 

1G. Enter . 

17. Enter amount from lino 12, column a, above... 


to. Ijom 




? k27.M 


1 0 ). C 


■‘J 


18. Balance Cine 16 teis lino 17).......... 

!9. Enter tax c>n omour.t ' ’ : •.» 10 (^’ * applied !o Tci/i Palo Sc!.<*^ulo on pago 11 cf Form ‘ - « ' *’ 

20. Enter 60 percent ci hr.o 17.*...* * 

21. A 

hr (in V.1 '• 9 prv1 ■ 2 r *:•’ ’ r *0 . .... 

<;;7 iT>Va ; r ,4 : v '» p. i:r.!: c\* »«i/l a 


t r , ..»••» , I r • 

It f 


,<t 

. •. Il . .1 


4 ( P • 

I 


.* ! *.t 

l'i« *• I *.'»! I 

(. ... » | »-p * 


2. Enter >otir i.han» rf gain E r 1 .) !• f»» !»'iftn« i b| <m l f» ! i i t* i« .. . . 

3. f; t y u- , f r ! ) ?- • I I • ft 1 I • ' i ' ’ 


./. r ‘‘ ’ 

















































IH5TSUCf!0rr,—oxc: to the Internal Ho v-nm: CocSc of lOji) 


r- 

trad- 


(a) 

{» 

(r) 


rrr.'vif.u 

j with hi.; 

•r]t! !<■> 


C . \'D 1 iOSS!13 FROM SAbRo OR KXCII ANGUS OI' 
PKOI'.'-iv J tf.-l.'-fiort d.'t-Jiii i:» cm ' r 

"Capital evict's" defined. T': • i :m cc; * i! G r 
1 fcy the taxpip r (■-.t. th- : or nit 
it-» ••) t ut door. NOT r.. — 

.. in. trade or other pr<rty of o kin J i raperly inr 
i:i hi: inventory il ott hand o', the c'.o v. oi ti" ta.-iaui- y .r; 
j . •• tty hold by the taxpayer primarily for sale to eu3- 
in the ordinary tour :• of hi:: truce or puo:nc:.j; 

• rty u '\d in the trod? or b” ;r.f of a char r v. nr.h 
u iubject t_> the allowance for c! , : v.p.vi provtd a in 
r< lion 1C7; 

K :! property used in the trade or bu 
c> 


(d) 

(*) 


in government cl ligations i:. .:?d on or after ! 


of the taxpayer; 
March 1, 
rind maturin'! 
date of n. a ; 


19-11, at a discount, payaoie v.v.r.ou'. 
at a fixed date not exceeding one y 
(I) certain copyrights, literary, musical, or ait.aiic composi¬ 
tions, etc.; or 

(g) aevunts and notes receivable acquired in the ordinary 
course of trade c.r business for services rendered or from 
Ilia rale cf property r-ri-rred is tn (a) or (:>! above 
Spoo lol ru'-s apply to dealer- m s' turn; ss for delermning capital 
gain or ordinary loss on ilio sole or oxchanqo ol securities. Also, 
in tii'- car o of a taxpayer sth«*r than a carp; ai.cn, curtain r d 
p-rr-rtr*y -undivided for sale may Le treated as capital assets. 
Sections 1230 and 1237. , , , 

It the t-.' il distribution to which an employe e is entitled under 
on en : • bonu r fit sh it in r tr ist plan, whit 

ext rnp.'t I ter under section i'll fa), is received by trie eir.may -a m 
cne taxal.» year, on account cf tho employee'* sej oration from th J 
service, the aggregate amount <1 such distribution, to the exier.t it 
exceeds tho amounts contributed by the emr.l-s/c?, shall be treated 
os c lcrg-t m capital gain. So? section 402. 

A ca- it'd gain dividend, a- deiir.ed in s'- ion £32 (relating to 
tax on regulated investment companies), shall bo treated by tno 
shareh'Vl r as a long-term capfal gain. 

Ga'n - n sole cf depreciable p.r- :rty b-vtwesn husbar.d ar.. v.'i,v 
cr b'-i vs-.n a shareholder and a "controlled corporation sha.l : e 


treated a ordinary gain. Section 1233. 

A •- -r. 1 >r (o.her tr.an by g.ft, inheritance, cr devise) by cn 
ir. is.. f all tial rights ed i pute.-.t 

cr an .'d-d interest there.a, .-hall b-j considered the sai« or 
cx-hnn I- c.l a capital c" t ho.i for more them 6 months. 

Go.: i I' , from trursactinns cerenh. J in section 123! 


>‘j.r 

txchar 

cf 


ill ro t r - *. i cm.'. 3 an : 

• more If 


lc** 

,an o r:.- 


w :tv; : 
val c* th 
,i and 1. 


[ capital GC53.S hold 

exceed' tho t-*\ji c: rheca los^oi. I: tho ' 
gain.-; u- • •» not oxeced tr.o to‘ :i ot the jo 1o:.;c 3, rura g a 
shall not bo treated as gains and leases from the sale or exchan zo 
cf capital as loti. Thus, in the event oi a net oatn. all these tr a nr. 
octioi - should be entered in the "iong term capital gains and los.*o-:' 
portion <-t S-hedule D. In Lhe event of a net lass, all these t'ans ; 
actions should be entered in the "property other than capital as '-S' 
portio.i l! Sri.-dal# D, or in olhercpplicablosch' rules on Form 10-10. 

Sec' 1 ' a 1731 deals v. *n nc:r. and losses arring f- 
(a) 'ale, ex 


cm— 

i -i 


_h'lrge. or ir.-.- ..-tary ccnv-t -o! !ar.d 

ing in cert.un ra. imf: arvesteri crons r .1 with the 1 ir. 3 
oi.i d-i enable : : • rty U tr -/ o: a u ■■ i m the trade cr 
b.. .irv.’i and hold fc: more than 0 month;, 

(b) : al i, < tcharge. or Involuntary conversion of livestock h id 
f r dr ill, b: •r'.< g, or dairy purposes’(but not inclu nivj 
P ,!try) ona b-: i ; r l V -sr or more, • 
t‘ . ci":ng o' ti- i • • ' r tb" dm- -xil rf tm i.er or co to 
c rush ! i?i«l 631 at-; ••• --d 

t:.e invcluntai / ..ve.u.iui I capit il a -Is hr-ld incr-j tr.un 

6 months. 

See s-xrti n 3 1231 >nd 631 for tfrecific con litiohs applicable. 

Ocr-riptien of prop arty listed. -State ( 'Halving facts (a) Fo~ 

il . • (. it.-'t ■>■ ' d"a >: 1 

descnj 'i .. of lap I ana ur.p.sv. mei.i,.; (b) lor i-mvi ; cr cl -r < vi- 
den cos of indebtedne -s, name of i ->umg cog ration, fyiiti IV'. r 
it sue d> ' -rriuqtion, and amount, and (cl for stc '>.s. name of corjtto- 
. r , • - f IV": 1 -r rl •i.ure: C" ! f 


() 
(a) 


d clitm"As 


• ! f 

i it 



.'"tn. Ha I--:--', arc r-a* 

- mir." 1 f r ir,— 

.1 ti. 

. ! cir/l « ::. !i r. *•. o! . . 

.if. | ' 'Tfl' 

in c 1 

e ot pn i»rty acquire . 1 

M ir. 'n 1, 

the f 

:.r 1 irkvt value art !.'. 

-.roll 1, 1 >!3. 

fee i3 

gre it--r, but in d-aiu.-rtni. 

::: j LOoo i. 


l ". - i . .. i: . illy i s v »V • < t : t’f.. I ■ . * «.*• t *’• *' • i 

p; a |l. . Ill', '1 »!•'..••! ' . 3: a lal }. ill tl.-C I 

Sato (iitd</ I. uni-' . I ai.lomi .1 .!'•. a:. 1 ■ i.-i [ : ; '</ liot it In 

y^ur tz• i I * t»f fvi nr' or not u■ • * 1 f t’** f • * • • ■ •' ( • 111 ■ 
lli<» b t i> for d-itrr.Tufting ejam i- th»J orirj k fial co.-t |*1 .• tin* c\»-l of 


j '.Tiruir.* Ti* 
eviju*; t'-tx j»ur; 

!(■ . If*11.f! J Cjyvili 

r)l 3, i::o tho C’ f cm 
go o .iju -'. j i, win ;hc* 

CO at 03 citljll *•' 1. 

Salo of a personal ro^idonco.—S-^o Form 1 CIO ir.jtnicticns f_ 
cpocial rjk:- appi. t ■> : > cr exchani ; cf V- r 

Ijoshos on securities bccominq worthless.—If (a) share: c 

■ k b“-?corno worth! , . , .-s during ! '.e year or {’J) ca:porat-d sticuri'. 
V.- *:. :o. t ' -ap.iii c r ,:t i i farm l -■ o w;rib*, v : 


t :*« 


•v., : . ; 


■ exchange oi capital aise: 


i as cf ths 


the /O.i-, c.-. i are capi 
stdert J a:; iiorn the sale or 
day cf cuch taxable y.jar. 

Nonbusii.cssdebts.—If a del 1, such a; a psrsor.cl ban. beccmv 
totally w rrtli!-’ within the taxable year, the iar: result.ag there.ro 
shall be conriU'-red a Ic. s frc.irt th- iclu cr tA-iiur.s--', d lima 
taxable year, ol a capital asset held lor not rr.sio than o rr. 

Enter riicli loss in column (1*) ai.i ce".sriise in co.^rt.r. (ca) ir.^ 
schedule of short-term capital gains and lo-ses cn c'r r s.de. T 
does rot apply to: (a) a d-.Lt fcvi.far.ced by a ccipcrata ceourity • 
lr.teie ,t coupons or in registaied term ar.d (b) a c ut ccgus:-. 
your trade cr business. 

Classification of capital gains and losses.—The phrr. 
"short-term" applies to gains and losses from !r.-: rale or exshu: y-• 
capital cr-'ets held fc 6 months cr less; the phrase "br.g-ter 
applies 10 capital assets hal l tor more than 6 months. 

Treatment of capital gains and losses.—S'r.ort ierni cap. 
gams and losses will be merged to cc*ain tr.o r.ei rhsrtte; 
capita! c;ain or loss. Lona-teim capita! gains ar.a Its.: (‘a,ten ir 
account at 100 percent) will be merged to ccta.r. tr.e r.et is: 
term c apita! gain or icss. Il die net short ferm capital ga.n excee.. 
the net long-term camta! loss, ICO percent ct £_sh excess sha.. 
included in income. ' If the net long-term capita! gam exceeds t 
net sh rt-torm can.'a! loss. 50 p ircnt cl the cu.our.t cf such n: 
is allowable cs a deduction Ircrn gro.s income. This dec sebou 
given cffeci cn line 12 cf Schedule D. 1 

Limitation on allowable capital losses.—.1 the sum o . 

capita! lasses exceeds tli-a sum ct o;l the cap/al gains ( ..r:. 

gams and losses to be taken ir.'o account at ICO percei , tv:r. 
such capi’al losses shall be a7.ov.ed as a d- d ictcn cr.7. to the 
extern oi (1) curren" year capital gj.r.s plus (2) 'he smaller c: oitr. 
the taxable income ct the current year (cr adjusted gross ir sme 
tax tab''.- is used! or Sl.L’JO. Fur tlt'.s pur'-'-e toxao.e ins 
camput- 1 withau* r-.-aard to cap tal game cr I ;s*j cr th? c- 
i-r ex-motions. The exc vs ct rush ollawakle Icrses ever 
c• item., (1) 'mi (25 above is called "capita! h-'s cctryc.- 
may fc? -atried forward era treated a, a snort-term cap--- 
succeeding y-_ars. _ Hov/evet:.e capital less curr 
year should be kept eeparcte. p.r.ce 'die law limits the use ot :..-s.a 
c ,-ryover to the iive succeeding years. In chsc'.nr.g your car , ci 
gain and income of 1935 by prior year loss cc .rycvers. u-e any 
capital Iocs carryover from 1950 before using any such carryover 
from 1951 or subsequent years. Any 1950 carryover which cannot 
be used in 1955 must bo excluded in determining total less cairy- 
ever to 19:;G cr.d subsequent years. 

Coltap-siblo ccnporations.—G nn from t: : sale or exenar of 
stock in 1 col! jpubie cor; oratian is net a eap.tal g sin. S»u: on 3 11. 

“Wash soils" lasses.—-Lo m tn ctr.sr v.. r rv 

of stocks or .securities are not d d .rtiole (ur..v:s sustained : 1 era- 
r.ec'.ion with the taxpayer’-.-, trade r r bu-ur..-. s) ... w.thtn ci ca/s 
before cr oitnr 'r'.' 1 aote cf sal ' cr ether c.'-. ,;a, tr.e taxpayer 
has acquired (by par ha e cv by (in upon v. ., . 1 th'; 

c.Tire am i.rl ' I cai'i ' : lo r v. 1 : p.r 1 0 . .a ) : r ;.a. : : 

into a co: - ;ac! c: : ' t > acqu.re, rur. 1 :.' ...’/ loo;.'.:: 
or socuiitifcs. Section lu31. 

Losses in txansoctions between certain persons.—-Kp deduc¬ 
tion is allowable tor lo*-os Irom sales or o hang-es of p- fKvty 

c! .-' ‘ly rr i: :•• •:" / Iv 1 . -s ( 1 ) rmh"' s' t fsrr.i!'.*, (hi C~r- 
poratu.n ana an ii.div; iaal p.r a : v :.:r,J c ■ v.:.; :c■ : s» 

percent of the coiporuiion’s s*rcV (liquuia 1 . •-is cxct.-p'ud/ ' ) a 
grantor and fiduciary of any trust; (d) n fiduciary and a b’:.' iary 
cf th" • U-,.; Ir', t. M a f -tuc. try ar.d a fiiu la-/ rr fcer.efic try cf 


r 
e u 


over .c: c . - .1 

nf 


AiiT/ii r.’sVnvi: tax. • • r • <-• 

4 • *. • r : • *. ‘ 1 • :l !‘ t \ 

1 r : : : t j * 1 ! » . • I ; ■ :; r ' i) !. : 

! . :• I . . • * < , . 1 :1 •< •- ’ :.r : . •* * •• r : • 

iurv ; !. . > ■ ! 1 . . •; w.tli t i« «!»•• it.? t.-j • . ' "1 

_ '. «.r (. i I J (I- 1. : i ' t i. . . i • ■' ’■ I'll :•> - 

ox III. 1 . ..l 1 t .. ilty !.l..l it tn t.v :: u . : I ■ t ::: 

pu*. ilv> < 1 itiv • lax ' n the ' ‘1‘-r • 1 1 . in" ■ 1 : "f -iliv- t ix. It 
I- . i than the t jx camp J on ! a,j-. 2 (,t I'oii.i ltd »' ■*. -all i.o th" t ix 
liability. 


It.- 7IIUI-I exo 












P:-’e 3 


COMMUTATION 07 SULF-EMPLOYT-TEXT TAX 
(Tor oW-agc cud rtuivivors insurance) 

___(Fee instructions—Pctjo -i) 


* “ dUrir ' 3 lh ° tar!Qbl ° VPC,r VOU rcCeivcJ S1.2M cr more of wc, ;S described on line 31 beW. do not fill in this page. 


. .. . ' ’ ' 7 V - mo - e «■'' "'C.q.'-J uesencod on line 31 below, do not fil 


business. However, only 


NAME or i CUT-EMPLOYED i'LHZOl 


?LHZOU '■> e l .'i.i t i t.!e:i each » ti ..tploy: i P ., 

Hc:-van Klein 


S i'ATE LACK RUotNESS ACTi SUBJECT TO CJ.l'. C M P L O V f'. L' N T VAXi::r 

___ *•* A ') e ^ * r ;; o ; 


etample: KootauraM. Buildup C0r.U3.-lj.-. t-.l ny pj.ri. - < r Owi.«.-) 


Lire 


24 ' one'business) 1 SlS ° Wa Cn llre 23, pO0e 1 ^ Entor combined amount if more than 


23 ‘ Ad laaT' Pr ° f,t (orsub;racl ne *'«»> losses cf banners property shown on l,ne 15. 


pace 1 

26. Total (cr difference) . . 


■S. 


27. Net ir.c-me (cr loss) from excluded services or sources included on line 26 

Specify excluded services o: sources. 

2P. "et earning* (or loss) frr. , relf employment— 

(a) From business (lino 2.6 icr cny amount on 1:r.c 27) 

(b) Fic-m partnership! feint vv;;:urc-s. etc. (attach fir--... ant). 

(c) From services as mini-tors, members of religious orders and Christian Science practitioner*. 

(d) From Farmfng reported on separate Schedule F (Form 1016) ... • 


f o G'r fl '> 


29. Total net ecrnir.gs (or loss) (rom self employment reported on lin* - - 28 • • ’ 

Undor SlC °' you ota no ‘ «*•*«* employment tax! Do not fill'ir 


—-— —- ■ --—*. _ ' ~ s ___...___ 

CO. Marti: tun amount subN-oi t. 

so l ^n.p! jjrncn* tax. 


0 

A O C\r\ 


31. Lens: Tcial F. I. C A v.- : 
holding Statement, Fern '. 

P 2 id :o yo j d .i n j ?]*.<* t 

’•l').•.. . 

year. (S’v_* your With 



UU 

1 

1 

32. Maximum amount sub; .t tc 

sol! •jn.pic.yn.ent lax rifv-r ad; . 

ir.ont for wacjoi.. 

$ 

1 

' *- V. J 

yy , 

32. 1 . t?U t r.f!cy;no::t jr.ee. r 

cot to fax — Lin s 29 1 r 22, whic 






3^. Leif-em ployment tar—3 percept of ert.n;;; 1 on line 33, Fn ‘°- i re or ! on line 13. pa je 1 Form 1040. ‘ I* 

IMPORTANT-ITU, IN ITEMS PEI OW COMPEETEIY BUt 1>0~N0T OrTAClT ~ ~ 



















A 


' A 


ONLY cop'i AVAILABLE 


loss) on line 27. 

Certain professions.—In?- - .m from the r-':‘ i.- m-o of service 
as (a) c physician, lawyer. Jem.;!, estoepatn, vv.erinunun, chiro¬ 
practor, r.aturcpath, or optometrist; or income from the performance 
cf such service by a partnership; or (b) a Christian Science prac- 
•.ticr.er, uni-ws such Chn :a;-. Sr fence practitioner hus elected to be 
severed by 'he Social . ecu:.:/ Act, c; explain'd acovo. 

Religious services. 1:.. o from the . fc -r.iar.ee c! service 
oy a c criai-i.d, cc::.r>., . -.red, or Iicr-r - . :\;;er of a church 

' .? exercise cf f.is :: .r.i. /.of by a member of a refioiour order 
s'--:.. v cfby .. . h erd : fl : 

or member of a relic..us order has ol-.ctcd !o he covered by tr.e 
Social Security Act, a; explained above 


Employees and public officials.—Income f. 
cnce of service a;. 


:m the perferm- 


' * (c) a public official, including a notary public; 

(bl an employee cr employee representative under the railroad 
retirement system; or 

. • (c) an employee. "Employee" includes among others: 

(!) an ager.l-driver or comrn--.sicn-drivr.-r engaged in 
dittr.L .‘..r.g rr-at, vegetable. in. • ari bakery prod¬ 
ucts, beverages (other than milk.', cr laundry or dry- 
cleaning services; 

(2) a full time ids insurance sale-mar.; 

(3) a heme v.-trkrr performing work, according to spec¬ 

ifications turni r ,-d by the person f..- •.com the services 
ere perfer: i cn materialscr g: : i.:.!: -dby such 

person wh.cii are required to fce return- -,i t such person 
or to a perron designated by him; and 

(4) traveling or city salesmen gene-ally, engaged upon 
a full-time basis lor their principals (except for sideline 
sales activities on behalf of another person). 

Note.—The inccrr." cf an employee over the age of 18 from 
the sale cf nev.spac.rs ur magaxir.es to an ultimata consumer 
ts subject to the self -.i. ployment tax if the income consists of 
retcir.fcd profits from such sales. 

Real estate rentals.- Rentals frem real e ‘a‘' except rentals 
received in th<* course cf a trude or t mine is as a real estate dealer 
Th.s ir.c'uJ • casta and cr :> ric: es re--;-.. f rr -.i c.nv individual 
who agreed to pred .cn a m oor livestock vl y ur land for a sh am 
cf the crop cr hve.dccb if t *• amount you rt • ■ 1 .!■ i .1 on the 
total g lar.'iiy cf ccn-v.cditios produced. Pa r. v, for the uie or 
ccc.ipar.cy o. rooms or ether space where servic -areal., re; ion.-! 
to the occupant, such a r in hotels, irJu jh u :, apartment 
'hsis-es furn. ifur.g !. • •! tourist can t iri.t b- m.-s or 

space in pnrk.ng lc‘i, wore); es, or -‘.rage garages do i it con 


* • d w ..'* u r * -- **l 

by him. Thus, the loss sustained in one trade Or business will 
operate to reduce the income derived from another trade or business, 
ri- ■ ■ ■■ ", r.o i-i f".■ ii.at should fill in and file mere than cr.e 
Schedule SK for the same year. 

JOINT RETURNS -’ ‘ 1 ■ ' ; 1 ; "‘ 

'.‘."he: .- husband cud wife file a joint income tax return, page 3 cf 
£ ... C (verm 1C-4T' ehvild snow the r.-an-• r.t the cue with self- 
er..;.;_y:r.e:i: incsit.e. Where hu.i.ar.d ar.J ...!-.- each have self. 
CT.’.plu/mer.t income, a separate Schiidu.o C ,.-i‘ to afached fer 
each. In such ca —s the total ci amour.'s shewn cm. line 23 cf e a-h 
separate schedule shcul i be’entered cn lire 3, page 1, Form 1040, 
an i the aggregate seif employment tax (L.-.e 31; should fce entered 
on line IS, page 1, Form 1040. 

COMMUNITY INCOME 

For the purpose of computing net earnings from seif employment, 
if any of the income from a trade or business is community income,- 
oil the income from such trade or business is considered the income 
c! the husband unless the wife exercises substantially all the man- 
agexent and control cf the trade or business, in which case all cf 
such income is considered the income pi the wife. ’ ... 

If separate income lax returns are filed by husband arid wife, 
a complete S- l.eduic C should bo ici. • J to the ret .in cl the or.e 
with seif-on.loyrr.cr.t ir.ccme. Ccrnr..unity ir.crme includ’d on such 
a schedule mutt, however, be allocated between the t wo returns (on 
line d, page 1, Form 1040) on the basis ol the community property 
laws. 

In computing his combined net earnings from self-employment, 
a partner .he hd include his entire share of such earnings from a 
partnership. Mo part cf that share may be attributed to the part¬ 
ner's wife (or husband) .on though the income may, under State 
law, be community income. 

SCHEDULE SE (Form 1040) 

'inn schedule provides the Social Security Administration with 
tho information cn self employment income necessary fer computing 
boi’eiits under the old age and survivors insurance program. 

To ensure proper credit to your account, fce sure to enter your 
name ana r- ;,a! secunty account numb-.- on Schedule SE (Form 
10-10) < i tly as they ere shown cn your social security card. If 
you cl v r.ot have a social security account number, you must get 
me. The.j ncr-ur.t numbers are cb’mmrhe from any cf the 
approximately £.3 Social Security Admin, '.ration offices through¬ 
out tho country. The telephone d. rectory cr your local pc4 cft.se 
will Oi.‘ • y.u the acidr. : L-s r. ! delay hi p. i year return bo.or. 1 

the duo ; it - von though you have not alt nr,, j year social security 
account number. 


Rtcjardlos.: cl v/h< ‘.her joint or yur »!•• r lutp.j. F .;m 1040, on.* fi!oi by httibund and wi!r-. Schedule Sh 
.(For::; 10*10) ni.-.l tdnv.v on!’- t’n tv. •• of lb - on-- with tiiiv !f -criij '■ yment income. It both had not com¬ 
ings from cult ..-mployrr.- nl. a j-arato Sch dm • St mu I be- filed by each. 


' 



. ,i tr,»i sf on .1 iV.i-Q ri'T’ii 


r> —7 i*oi -i 
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ONLY COPY AVAILAB! 


IF INCOME WAS ALl FROM SALARIES A NO WAGES. TEAR OFF THIS PAGE AND FILE ONLY PAGES 1 AND ? 
_Schedule A.—-INCOME i ROM W.'idENuS 

rT rutnlilv/inn rnn'inint in rl..<-Irwintn rt,vidnnd /Sr-n in-.tinrtirinc r\nao ft (m, 1 Amount 


1. Nome of qualifying corporat.oii declaring dividend (See instructions, page 6, for 
definition of qualifying coipcration): 


2. Total.S 

3. Exclusion of $50 (If bath husband and wife received dividends, each is entitled to exclude 

not more than $50 of his (her) dividends)... 

4. Enter excess, if any, of line 2 over line 3.$ 

5. Name of nonqualifying corporation dcolcrmg dividend: 



6. Enter total of lines 4 and 5 




|_Enter total he - e-> 

Schedule D Sum mary.—GAINS AMD LOSSES FROM S ALES OR EXCHANGES OF PROPERTY 

1. From sole or exchange of ccpital assets (from separate Schedule Dj...Oe-.A 

2. Frc m sole or oxchanoe c c rooerty other than capital cv.ets (from separate Schedule D). 


Schedule E.— INCOME FROM PENSIONS Or! ANNUITIES (See instructions, page U) 


Pari I.—Gyncrul Hul« 


1. Investment in contract. .$. 

2. Expected return. $- 

3. Percentage of income to be excluded 

(line I d’vidod by line 2) . 


_4. Amount received this year.- 

- 1 5. Amount excludable (iine 4 multiplied 

by line 3).. 

Vo 6. Taxable portion (excess, if any of line 4 over line 5). 


Part II.—Whare your cost will f>« rocovorad within threa yonrt nnd your employar h*i contributed par t of tha coat 

1. - Cost of annuity (amounts paid in) .... S- 4. Amount received this year.[S _ 

2. Cost received tax-free in past years ---- 

3. Remainder of cost (hne 1 less line 2) . . $ 5. Taxable portion (excess, if any, of line 4 over line 3) . 


Schedule G.—INCOME FROM RENTS A 




1. Kin<f *rd locJt.a* of f ropr!/ 


?. Amount if ronf 
u royx:/ 


3 C :;fe: (m yj-n 

• n Sen, t) c 


c PrDnrt(ijt*n 

lt«Mr/t(J I Jt) 


5 •*rr*m 
(aflich i'er !•»!) 




sh.L 

Z.k .e 


1. Totals.. 5 J__Is ■••• • _]$_ 


2. Nof profit (or loss) (column 2 less su ti of a lumr s 1 4 and S).1.0. f * l* | .. 

“ScUdul e~H.—INC OMR ROM PART ;: v! i: v S 7 f : 5 T A T - 5 7 TRU STS?' AND OTFFfR^ SO URCSS ! 

1. Pr • • ,• p(Namao d address) - - ... .,r_; - . I... ; .. if. ... 

2. Estate or trust (Nome and cddiess)...—... .. 

3. O '. rf r ,urCi i (■.'r'n natjrn) ... . . .! 


Total ir.com* (or loss) from above sources (Enlur here and on lie* 10, p^ge 1 ). 1 $ 


I 


‘ S 'i ? ?, 


Schedule I.—EXPLANATION OP DEDUCTION FOR DEPRECIATION CLAIMED IN SCHEDULE G 























































f'a 7 » 4 


,F WlS FROM SALARIES AND WAGES. TEAR OFF THIS PACE AND FILE ONLY PA 


PAGES 1 AND 2. 


Schedule J.—DIVIDENDS RECEIVED CREDIT 

_ <Sen instruction*, p.i;n 15 ) 


1. /-.mount of ^ivider-ds on lino 4, Schedule A. 
- Tentative cr (4 p ; , C ent or l.m; 1). 


LIMITATIONS ON CREDIT 


J - * 34 "■''•'T on hne 1?, p"w 1, plus amount, if ooy, shown cn fir > 2 ( 5 ,), piVp 9 
P ’Ju.-.-f cr jc/j'.ie income . 

Taxable '' '•'* com P u ' ,, d on fuse 2, the onwtnl shown on I,no 5, po-je 2. 

Income <b) J* eep.lnl 3 am, allornctiwi fa* oppl-a,, thd nn.oum shown cn li.-.c 18, separate Schedule D 

Mecns (0 O-O'^n ST? ' h ° Wr ' ° n l '. nC 1 1 , low 10 pe-cent thereof, ond l c „ 

C ry . 1 j ■ *.V*iont(>6jO mutt,plied by i.:«* numocr oN,.cnp:,o.i» claimed on line 4, pane 1) 

BSSt ng'., tm r*-”. "I*. ! 3M : **♦ °t A* o»o„M. J 


•ho deduction 



Schedule K. RETIREMENT INCOME CP. ED IT (See Instructions, page 15) 


I 


Thli crvdlt do»i not a^plyj 

2 |1 *7'*' S * CUf '*'' «' R ‘"'« rt pen,to,., or ol S1.2W or nsor. OR 

2. it )>U «r» undor 7S y.afi ot And hod "...srnrd Inc.mV ol J,.l 00 or „, or ,. 


I •-«='='• return, use column B only. I: joint u ,e column A lor wife end column B lor husbond_> 

* 4 ~r^.rr.*^r 


If cnsw. f cbovo 11 "Yes" in either column, furnish oil information below in that column. 

1. Retirement income for taxable year which is included in line 11, page 1, of this return- 
(-) ror taxpayers under 65 years of age. 

■ n; . £r 0 ? ly ."’ :cmo received f.-om pensions and annuities under public retirement 
systems, including pensions, annuities, end retirement pey from Armed Forces. 

(?) For taxpayer: 65 yean of ege and older: 

and r dr!,i° d P s JnSi ° n ' ° nd ° nnui,ies ' fc, ‘ remcn * llom Armed faces, interest, rents, 


□ Yes DNo 


B 


□ Yes □ No 


limitation on retirement income 

2. Maximum emount of retirement income for credit computation. 

3 . Deduct: 

(c) p n ; axcfc, ° ^ as p ? w ° ns cr r nnuifiM sodd 

Act, me Railroad Retirement Acts, and certain other exclusions from gross income . 

(0) j*"” Cf S9 ?° rcf0iv ' c ' d ,fl ° tawsblo year 1935 for personal 

serv.ces (This line does not cpply to persons 75 years of age or over). ...... 

A Total of lines 3 (a) ond 3(b). 

5 . Scarce (line 2 minus line 4 ). 

6. Line 5 cr line 1, whichever is lesser. 


7 . Ter'ofive credit (70 percent of l.ne 6). . ... 

2. Total tentative credit on this return (ratal cf amounts cn line 7, columns A and B). 

limitation on retirement income credit 

9 . Amount of fax shown on line I ?, peg. -1. 

10. Less. Dividends received credit from line 5, Schedule J, above. 


11. Eafsrce (line 9 less line 10). 

12 . R • ment inccme credit, [Y*- r here and 

; s smaller. 


on l.ne 1 3 (b), pane 1 , the amount cn line R cr lino 11 , wh 


S 1,200 

00 

3 1,200 

00 

S . 


$.. 



— 



$- 

\ 


s 

s 

s 


s 



, A 

1 

tA 



s 



c 




*•— 


$ 


lino 11, whichever 

$ 
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‘‘Er -,7i ...EXTENSION TO 11 /l5/55 ATTACHED ■?'//' 

ronw ?i I- 

*4 ; ^ FOR CALENDAR YEAR 105* 


V. S. Tir».Mujf De,vrlinrnl 
Intrriii'l /Uvci no Srivi«u 


TOR CALENDAR YEAR 103* 


,/Z/i’ 


or other taxablo 

y.?c:: brrjtnni’Uf 




U. S.: AMFiSHIP 
RLTU^l QF 


MA Y 1 , 1334, and ending APRIL ’<£.J~ 

PLEASE TYPE OR PRINT PLAINLY 


MISS SMART TROCKS U45 DRESS CO. 


133 5 Do not will in # ;j;e ts.lj.? 

Sorlol l»’o. 

— Ffi 2272* 


INUUblL 

(To Bo Filed Also fcy 
Syndicates, Pools, Joint 
Ventures, Etc.) 


Number nnd Street 


_50J1 SEVENTH AV ENUE 

City. town, postal tone rumtx r, Z'-'i'n 

NEW YORK l 8 . 


l*-m ard 
Instruct or. No. 


CROSS INCOME 




■utr-jct-c-n No. -’~ w * Less: Returns 

1. Gross receipts from business or profession S.. and allowances S.S. 

2. I-ess cost of goods sold: (a) Inventory at beginning of year.$... 

(b) Merchandise bought for manufacture or sale .. .. 

•' (c) Cost of labor, supplies, etc. . 

(d) Total of lines (a), (b), and (c) .$... 

(e) Less inventory at end of year.. 

3. Gross profit (or loss) from business or profession (item I less item 2). $.. 

4. Income (or loss) from other partnerships, syndicates, pools, etc. (State separately name, 

address, and amount):_________ 


5. D:vider.ds. (Attach itemized statement). 

6. Interest on bank deposits, notes, corporation bonds, etc. (except interest reported in item 7).. 

7. Interest on tax-free covenant bonds upon which a Federal tax was paid at source. 

C. Interest on Government obligations, etc., unless wholly exempt from tax. 

9. Rents .. 

10. Royalties.... 


11. Net gain (or loss) from sale or exchanged proper* y other 'than capital assets (frem line 2, 

separate Schedule D)..t*. 

12. Other income. (Attach statement showing nature of income) . 

13. Total income in : crr.s 3 to 12.:.. ji '.. .. 


DEDUCTIONS 


' Schedules Attached 


14. Salaries and wages. (Do not include comper.-.iti.n lor,formers) .'AM.ISS SMART. .SROCILS.. 1 5^3*3* 

15. Rent. . .C. A. 5. P?£S$ Eft.. 9' • jl 

15. Interest on indebtedness. (Explain in Schedule A). (Do not include interest on capital 

Invested in the business by any .partner) ......i_. 

17. Taxes. (Explain in Schedule B)........ 

10. Losses by fire, storm, shipwreck, or other casualty, or theft. (Attach schedule). . 

19. Ead debts. (Explain in Schedule C). . .... 

23. Repairs. ... 

21. Dep reciation and amortization. (Explain in Schedule E).. I 

22. Depletion of mines, oil and gas wells, timber, etc. (Attach schedule)... 

23. O'.hor deductions authorised by law. (Explain in Schedule F) . 

24. Total deductions in iterts 14 to 23. . .... 

25. Ordlt r.et i ram (;! m 131 s item 34) . . .S 1 5?*^ 6? 

26. Net :,ho.I term capital gain (or I 0 S 3 ) (from line 6, sepornte Schedule D). . .$ NONE 1 

27. l’*-t l-i term capi'al min (nr > (1-om line D. '«*pnrale Schedule D). $ NONE i 


Di-i tl -1 irti <*rjYp pc/ anyori tor or. van--, in Uio preparation oi lies return? jx] Vvr Q*| No 
li answer li "Y«." enter h»s narre anti address , 

_Jx-M^irVY A CO. - S r ? W EST >4 ?no STREET. N. Y. r6 , N.Y. 


SIGNATURE AND VERIFICATION 


Id hire under the penal'. . of porjury that IhU return (it. In 1 1 any accompanying schedules and statements) has been examined r; 

nr t ♦< 1 !’ >v 1 i,K.t nl nv Inn/.'J H i.'*rirri , f » tri * ti r-, t . • 1 » . ! '<. r r> 


ino, ar i to !!. r vbest ol my knorffc. i jo and belie! is a tru*. corrrr f, and complete return. 


/vbest ot my kn j 


(Gl'jntitur* ol partner or 


I ded-.ro under the p-mlt;.'! ol perjury that f pr- rued ft r -turn (nr the r*-rsoii(-.) named herein; and that this return (including any 
acccr i :' yin j h r -du:* •„ ar.d statements) 1 t > the h> :,t of my t vr lodge *ini 1 I * 1 :* 1. o I rue cor 1 ect, and complete return 1 raced on oil th* 
infoi matron relating to the matters roquireci to he reported in thi3 n turn c.l winch 1 have any kt wledge. 

\ -P . I I . 


...\ a '.? *• •• -. l '"' f'ri ...95 VEST 'i2no STREET, N.Y. 36 , N.V.. 

V ' I (Individual or Firm SUjrfiitur*) (Addr*M) . .. .. likitmf 




T 


T 


9 























































Total (r.nior as item 16, paae 1).IS 


Schedule 3.—TAXES. (Sec Instruction 17) 




Schedule D.—NET CAIN CP. LOSS FPCM SALES CP. EXCKANCrS 07 CAPITAL AC3STS, ETC. 


V t C 'r^ a ' u S3 '” 3 or exc ' lor ’*° 3 ca P i,Q l ecseis and sales or exchanges of property other than capital arrets must be shown on separate 
Schedule D to be attached. The summary amounts from the attached Schedule D must be shown in items 11,26, or 27 cl page 1, respectively. 

_ • • , . . . '« 

Scheduler.—DSPr.ECIATION AND AMCPTIEATION (V/H^nSVEP CLAIMED) (Sec Instruction 21) 

___e_Attach a detailed schedule in support or each oi the lines in this schedule • . ' 


Part A.—DEPRECIATION CLAIMED 


1. Straight line method. !$ . 

2.. Declining balance method . 

3. Srrn cl the years digit s method. 

4. D ; ■-'at.cn ba-\-l cn 

(a) Units of production. 

(b) Hours of machine operation .....' . 

5. Other methods.... 

C. T V:! d r.re • i‘ n cl’i.rr 


!S O 


Part C 


Ulsi 


TT*” 


Part E.—AMORTIZATION CLAIMED 


7. Emergency facilities... 

C. Grain storage facilities . ., 

S. Research or r/perim?ntal expenditures 
10. Explorai -.11 ar.d c'.vi;! spmen.t cx,v r.Jitui . 
(doc. 615a rid Sec. 616) 


11. Total rime! ■ n olain I 


IS. 


■ 12. Ertier )te.l 1 al f. , 6 an ; J1 •. . , ; ■ _ 

,3 - D ' i 1 tiriiHci ' ■ , . • 1 3 Id (item 2,'pagei) or *1 ! ere 

14 !i’:l tr : : • • 1 n :<|, r r • 1 

_ NOTE --tr _ i.. -mi :*i- :'.n of t end r; , ; ,„„ w . rr ^ : n 171 >ti Sclictl'ileF 1 

Schedule P.- OTHER DEDUCTIONS. (See IntlrncPon 23) 



5 'J ((j . 1 ’ 


( ', ' If 

An t 

.S. 

f •(.' * jl* .n (contirujft)) 

s 























Tc’ ll (I'lt’T rui It.fn in. I 'l l'* 1) . 
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U. S. TREASURY DEPARTMENT 

INTERNAL REVENUE SERVICE 
district dihector 

464 LEXINGTON AVENUB 

NEW YORK 17, N. Y. 


|N peplyino REFEJI TOi 

Code 2321 
FL 2- M2 



Jacques M. Levy & Co» 
55 V. 42nd. St rest 
lTew York 36 , II.Y. 


Auguat 15, 1955 

Rs: Ml 3 a Snart Frock 3 

5 OI Soventh Avo., HYC, ITT 


Taxable Year: 4-30-55 
Extension granted to; 11 - 15~55 


Your raguest lo, on extension ol time within which 10 lllo you, part.etship Ihcon.. tax 
rotum on Font. 1055 in grontod lor ouch period os mo, be necessary, but not 
date shown above. 

YOUR RETURN WITH THIS LETTER ATTACHED SHOULD BE FILED IN THIS OFFICE. 


Very truly yours, 



Harold B. A'Hearn 
District Director 


FL 2-M2 
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.MISS 5 MV<T I'HOCKS 

PROFIT L LOSS STATEMENT 

FOR THC YEAR LNDLD APRIL 29 , I955 


Income from Sales 
Less: returns &. allowances 
discounts 
Net sales 

Cost of sales - Scheoule 1 

Gross profit 


1^3 712.18 
232 043.23 


Ovcrhe.'.o 


SHIPPING SALARIES 

23 

08.?. 01 

shipping supplics & services 

12 

924.28 

PARCEL POST &. EXPRESS 

18 

499.14 

COMMISSIONS 

4 

620.97 

N.Y. CITY TAX ON SALES 

4 

210 .CO 

PROVISION FOR O.'.O CCOTS 

3 

094.36 

OTHER SALARIES u V/AGES 

71 

923.38 

670.77 

RENT & NCNT ITEMS 

16 

TELEPHONE L TELEGRAMS 

5 

023-37 

AMORTIZATION u DEPRECIATION 

9 

091.18 

SUPPLICS, SERVICES (k SUNDRIES 

12 

731-17 

1 NSl.'RANCE 

6 

236.10 

ADVERTISING 

7 

420.01 

AUTO C-.PCNSES 

3 

222.15 

TRAVEL ?■ ENTERTAINMENT 

31 

494.10 

MEMBERSHIPS 

2 

399.56 

PROFESSIONAL services 

8 

250.00 

INTERC5.T 

2 

416.43 

PAYROLL TAXES 

3 

099.70 

574.75 

186.CO 
165.42 

COMPENSATION INSURANCE 

UNION FUNDS 

bonus L Chris t m as EXPCNSC 

28 

LOSS ON SALE OF FIXEO A3SETS-SCMEDULE 2 
N.Y. 5 . UNINCORPORATED PUS 1 NESS TAX 

11 

818.32 
ol*1 .44 


less: went income 

purchase discounts 


990.CO 
13 193.71 


i 4 187.73 


Net profit for the year 


3 5^5 9H.95 
365 75s.n1 

3 IbO 150.54 
2 574 7^.7 r ? 
505 ', 22.19 


?73 918.83 

1LL5 M--31 






— 













o.TION SCHEDULE 


Y r AR ENT tO 


- - [ 7 i*T»M4T£0 

4 OCM 1 C I AT I ON ^ a r ma is i *.r, COS T f L U l r *• t •» f ■' * 0« 
4LL0*fO (o* : 0R 0TMr ft (IAS IS ACCtMUVAl i - i|H * iNft 

ALLOWADLC IN tq ..r R., OVtAtO I DCPRtClAT N .. v A . 


PRIOR VCARS) 


TO nt RluOVCRtO 0CPR1CIAT N 


S CCP»CC I ATlCN 

all:«>j li 

THIS * t AR 
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M<S 5 SXART FROCKS 
SCHLDULlS 

FOR TH£ YF.AR ENDED APRIL 29 , 1955 


Schedule 1 ~ Cost of Goons Sold 

InVCNTORY AT BEGINNING 

Purchases - piece goods 

FINISHED SAMPLES 
LININGS &. TRIMMINGS 

Cutting salaries 

Designing &. pattcrn making salaries 
Sample maker 
Payroll taxes 
Compensation insurance 
Union fringes 

Cutting supplies L services 

Contractors charges 

Union fringes on contractors 

Less: cut goods sold 

inventory at end 

Cost of goods sold 


S 364.0*0 

l 84 •') 14.00 


203 836.01 

1 224 012.02 


1 623.12 
33O 463.63 
43 377-25 


m 


0.00 
d.6.0'-) 

ni.66 


05s. 


7 

861 669* 

„ 73 

2 /o4 ol2. 


1&9 878.00 

2 5-TjL.72lL-.35 


SCI EDU LE ? ~ l.OSS ON SALE OP FIXED ASSETS 

Cost - 195 2 

Less Depreciation 

Basis 

Sales proceeds - January 1955 
Loss 


710.15 
44 l.83 


1 


268.32 

4so.co 


618.22 








C&s DKL5S CO. 

PROF IT & LOSS STATION f 

row 1 »!L YLAR thfJCO At u’lL 2'), Vj'/j 


Income trom Contracting Work 


Direct Costs 
Operators 
Prcssers 
FINI DHER3 
F LOOR EMPLOYEES 

Compensation &. liahi l i t v insurance 

Tn imnings 

Trucking 

Balance availaole tor overhead 


74 355.83 
l8 0 ** 2.24 
5 98i.82 
17 673.13 

1 goo .54 

2 082.60 
-3 845.pi 


Overhead 
Managers 
Payroll taxes 
Rent 

Licht \ power 

Telephone 

Depreciation 

Supplies & services - factory 
Insurance 

Professional services 
Supplies L services - oetice 
Losses 

N.Y. City taxes 

Bonus &. Christmas expenses 


0^4. »iO 
30/.4o 
000.00 
110.27 
346.C-4 

078.96 

.67 

389.43 

200.CO 

402.86 
193.66 


153. ( 

98.1 


98.68 


Met profit for the year 




MISS SMART FROCKS 1 C L S DRESS CO. 

pa? t ners accounts 

APRIL 29, 1953 


(a) .-.rsMAN K’.c in -200 East End Aye. NY 
'•.) /.x Roschan-! Glacis Terrace, N.Y. 

•i) Joseph 5 cn- a-IS oO-S^Tn St. B'klyn, NY 
(0) Leo C*a lino- 1019-83*0 St., B'klyn, NY 
(c) Janes S*Bf.LA-133&-85TM St., 3'xlyn,NY 




T7 

i > 


1 .Cap 1tal 
a/c at 
BCG INNING 


91 ^77-29 

03 7 ^- 0 ? 
69 9)4.C4 
6d 661.35 
73 4 1}7.04 


Sche: 


2 .C«D I NARY 
Net 
i NCONiE 


?o 845.89 

07 920.83 

65 413.93 

66 413.92 


311 594.62 


I 


,, 1 .C»,P I T AL 

*/c AT EnO 


SCHEOULC "K" 

11. Net 

• 2 .i or Time 3-C r di n *ry earnings 


Dcvl-teo to 


300 123.87 - 393 87-).Co 


711 594.c2 


from sclf- 


3 .W 

1 THORAVALS 

Of 

• Ycar 

BuSI'LSS 

1 

NCQM£ 

EMPlOYME 

^3 

581.15 . 

118 

742.03 

A LL 

°° 

0 », 2 - 0^ 
p • sj ^ 

90 

845.69 

57 

7:0.39 

lili¬ 

CG 4. k 0 

A L L 

§7 

920.S8 

87 

920.63 

50 

c';8.56 * 

es 

359 . 3,1 

All 

CO 

413.93 

66 

413.53 

55 

326-73 

79 

769.Ci 

All 

66 

413.92 

66 

413.52 

73 

457.04 

• • 

- - (V/IThOREW 

from Partner- 
-_\ \ 


- - 


- - 


(11 593.63 


:// 

r 


u • 






■ 3 


\ 


MISS CV-VRT FROCKS L C &. S DRESS CO. 
B*LANCE SHEETS 
APRIL 2 ), 1955 


Assets 

1 . C A S n 

. f.o t zz L Accounts Receivable 

. INVENTORIES - OThCR THAN LAST-IN, riRST-OUT 

. DEPSCCI ACLC ASSETS 

LESS ACCUMULATED DEPRECIATION &. AMORTIZATION 
NET 

10. Other assets 

11. Total assets 


L1 *.n : l 1 t 1 es Cap 1 tal 

Accounts L '.cTcs Payable 
Accrued expenses 
Partne'-;' capital accounts: 
a) Herman Klein 
c) ,# tx Roscman 
C; Joseph 5'jrrA 
s’) Leo Carlino 
E / JAMES SA 2 ELLA 

Total partners' capital 


IQ. Total liabilities L capital 


r 





•y 













J 


schedule 11 .—computatjcji op net earnings it.om cELr-ErmoYr-i^NT. (s«-e inst*uction :<>i schedule in 


1 . OrJimry net inccino inerea ud by cu. ua'ty losses (•!> in 25 plus item 10. page 1). Seo instructions os to thu extent j \ s 

incuiru from certain professions or I irmiu.j should 1 « in.tuded.. . . j S 3.11.5#-.I? 

2 Loss Portion cf item 4. page 1. winch docs not constitute not< arrangs Ircm toll-employment. S .. i 

3. Dividends (rein item 5. p -130 1 . .. ! 

4. Interest on corporot.cn bends anti Government obligations, etc., included in items G. 7, 

and 8 , page 1 .... 1 

5. Net rentals Irom reel estate (it m 0, page 1, less allowable deductions).... 

6 . Net gain (or los..) from 1 * :m 11, paeje 1. | _ 

7. Total l.nes 2 to 6 . ... I 

8 . Net earnings from sell ert c! /rent. (Enter in column 11. Schedule K) . .. . I Si 711 .£"? 


Schedule I.- BALANCE SII22T3 


Statement Attacmeo 


ASSETS 


Oegmnipg of Taiabft Y* if 


Ini of !a» '* Y«ar 


1. Cash. . 

2. Notes end accounts receivable. S 

(a) boss: Reserve lor bsd debts.. 

3. Invont ner 

(a) Other than last in. 1.:stout. S 

(b) Last In. first out. . . 

4. Prepaid expenses nnj supplies . 

5. Investment* -.. ... . . .. .. 

6. Buildings and other Used depreciable assets S 

(a) l-ess Accumulated amortisation in lieu 

ol depreciation... .. 

(bine 6 less lino C (a)). $- 

(b) Less: Accumulate j depreciation. . 

7. Deplctable assets.. $ 

(a) t/?ss' Accumulated depletion.. 

8. Land (net of any amortisation). 

0. Intangible a. ots (air. itojll ).S 

(a) L»u. A curnu'ut. J <11 :iu t<: n .... _ 

10. Other assets (Attach scli“dule) . . . 

11. Totul Asrots. . .. ,... 

LIABILITIES AND CAPITAL 

12. A cegunts and notes playable... I 

3. Accrued expenses (Attach schedulo). .. 1. 

P* i'ivt s Inr estimated expenses 

1 • •!. I .! -'. ... . 


IS . 


$ 725 922.01 


s !i2y.23Z^i- 


* -...:■ 


• • 3 .... 


f »W‘ • • 

V I I :\ Ilf;. ^ (,V.!C !» . } Is’.-) 

* ! m r • (A" . h • !, { .!••) 

^ 1. • l ■ .j>»t il a vcun!.*. 

. 

0& .. • 

t'rt .. 


\l*i!-Ihfi* 1 (iiul Oifif »l 


I* 72*3 . 01 




* *i ?M.H) 


r 















































































ScliciUilc J 


7. c :*it •• 

Cill tl )C3I 


ulc K.—P, 


I tim* and addrc*;r.f mr*» r '?n:f 
(PomtiiU* nonriu V it »-,) 

P j: t c' or rr ; 1 <; i i a - ^ r; r nt:nal re^u .5 

Cialnct. specify district 


V.ticrc i-t.r 


Continutiunn o2 Schedule 


6. Net jhort-ttfn fain (or fats) 
from Slid or e*ch;?**c cl cjp tal 
assets (item 2S. p*;e I) 


7. Nettonf-t;rmgin (orloss)fro"» 
si'eor en.-'anr**of cjpital itiais 
(itt.n 21 , pa;o 1) 


8 Cf'aritjMe co'tnho- 
tions (Iren Sc'ielula 


9. Federal incotr.a hi 
paid a! sruus on ta« 
tree c jvenmt tends 


U Ntcd J>; 
session 


iiDoiTxo::". i, 2: ! rc?nr. , rin?i r.tQmrzu 


oof organization. . 
:r.pal business activ: 

MrGH . 


10. Chock method cf inventorying me terial or merchardko: 
(o> 0 cost 

(b) U$] cost or market, whichever is lower 

(c) 0 last-in, first-out provided in section 472 

(d) 0 other. If other method used, explain 


structicn J) 

Number of places of business..1_Two . 

(a) Did you pay social security taxes for any 

employees for any quarter of 1934?..... [5 Yes □ No 

i3-16575?1 

1 . 1 - 16834 ??.... 


(b) Enter your employer identification num¬ 
ber, if any (See General Instruction K).. 

5. (a) K-./ many months in the year did you 
o.vn this business?. 


11. Is any member of the partnership the hus¬ 
band or wire, ron, or daughter cf any other 
member, or a trust icr the benefit ci any 
such ii.rson?... 


0:1 Decerr.. 


Did i ." o: m i n ci rmy time durir j 

th !...< if ..is d.rccUy or ;r i.rectly 

cr.y stec-k cl a h.ir.-.r.n ccrporotic.i cr cl a 

personal holding cori.r.nny, as defined in 

section 542 of Internal Revenue Cod*-? .... 0 Yes fA ] 

li ’‘Yci." list r. are a:vd address of each such corpora!!:-: a 

amount of stockholdings 


i a i n 'is*nn ! ; 

r: more than t. o n..r.:h> r: 


6. The p -.rtno.-^hip benks are in caro of: 

..1.^...T.AXt'AYCR^.. 

D itedat.5PI... / TH . AvtNut 

7. Nqluro pf organization:. 

(a) P^l a p'l'-tr.crrhip 


1)1 [. li':. 

>'* 1 i' IV' ui' 
tul-i c? 1 • th#-* I 


c c r • •. j*.lj 

n«' 1 ,’s j*i n A f of r*j! >. . 

' . .! i!** tf;*? at ; >s m'lt') 

*I !l ir arnc'iuif I iil»* I dur- 
■/• mi i »*• *i dJI . 1 . h enn- 
il> t o: triic-!.. (. i'«* ( r.f r.:! 


9« Ch* v.-h* hor !li rr’urn v/i. \ r» j 
(n, t j cash method 
\h» L X I occru<il method, or 
h ) r ] c ttior. If o!h* r Kftlirxi n 


ONCIM/iTi 3*1 flT - Rf 

/ CiTTfT.!!, ACroOWTS 

C1, ' •* r m-. • 1 

Purtjf :o M..-•• c 

*. Al.Mi .r | f 1*'*! ll 
e C< t- 

irg jf-H 

J < . 1 l! ' - f.iT. 

f « .. . Sr t . r 

••f 1 . j./.i iltf 

ti .n. 

0 ViitlufOArjfi 


S 

?, 

•S 

Sen 

LO'JLE A 1 TACi.| 

cii 1 



_ Sc H 

:PULE ATTACnCD 




; . 0 ; * CxIZDVaZ. 

3 Of-in-ry r**f inrore (i!r~i ?j, 
p :c 1) 1 i; ( 1 ) r:t prtuily 

(J: c Inslructian for Schedule K) 

•: Pjilully l.ii- j 5. Q .illl.inj D eieilj 

eti^nnl in!«. 1 


mco'jror 4 (h)u .nends 

included in ColtT.n 5 

eAt ftsjjfnoi- 
ti/at’0.1 

(a) Fcc'd pr-nr !o 

A-i. 1. UA 

(t>) Prc'd j'!*r 
An, :i.:?;» 
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SCIEDULE A 


U. S. TREASURY DEPARTMENT 

INTERNAL REVENUE SERVICE 

OFFICE OF REGIONAL COMMISSIONER 
NORTH-ATLANTIC REGION 
P. O. BOX 2954 
NEW YORK. N. Y. 10008 


Estate of Herman Klein. Deceased 
Eeb* Klein, 'laicals* Klein and 
Ira Klein, Exacutcra, etui 
Mrs. Hebe Klein, surviving wife 
rc/o Ilr. Jane* E. Sirdsell 
1l Broadway 

~ew York, Mew York 1^004 I 
Gentleman and iadaai: 


IN NEFLY REPVN TO 

Form L-21A 


\ 19Bo A?:*T:JAt:CL 


|TAXABLE YEAR END'D. 

I Decarier 31. l'V>5 
I Tax 

Fraud BeneIcy 
|Section 6653(b) 

|December 31, 1956 
Tax 

Fraud Penalty 
Section 5633(b) 
December 31, 1337 
Tax 

I Fraud Pena 1ty 
Section 6653(b) 
December 31, 1953 
Tax 

Fraud Penalty 

iSection 6653(b) 




DEFICIENCY 

?43,354.ll 
26,762.31 
?14.224.40 

7,533.20 

511,234.43 

6,142.37 
5 7,-J62.26 
4,056.34 


In accordance with the provisions of existing internal revenue laws, notice is given that the deter¬ 
mination of your income tax liability for the above-noted taxable year(s) discloses a deficiency (or 
deficiencies) in the amount(s) shown above. The attached statement shows the computation of the 
deficiency or deficiencies. 

IF YOU AGREE to this determination, please sign the enclosed agreement, Form 870, and return it 
promptly to this office. An addressed envelope is enclosed for this puri ise. The signing and 
filing of this agreement will permit an early assessment of the deficiency or deficiencies and will 
limit the accumulation of interest. 

IF YOU DO NOT AGREE, and do not sign and return the enclosed form, the deficiency or defi¬ 
ciencies will be assessed for collection, as required by law, upon the expiration of ninety days 
from the date of this letter, unless within that time you contest this determination In the Tax Court 
of the United States by filing a petition with that Court in accordance with its rules, a copy of 
which may be obtained by writing to its Clerk, Box 70, Washington, D. C. 20044. 

Very truly yours, 


SHELDON S. COHEN 


Commissioner 


Enclosures - 
Statement 

Agreement, Form 870 
Addressed envelope 


(jl 1 ■ - M. iC’jX 

Associate Chicl, 
Appellate Branch Olfi o 


FORM L-21A (REV. 10-921 
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\ . 


\ 




o 


A?:HY: JAJtrCl 


0NLV con -v« iU8 . £ 


STATssurr 

Estate of ll#r*ia Xleie, Deceased 
- »+ Klein, Malcolm Klein and 
} Ta Xl»iu, Executor* and 
Tlra. Bab« Kiel*, aurvirin* wife 
c/o Hr. Jeeee E. Dlrdeell 
11 Broadway 

.New York. Hew York 10004 


T^mMs Y*ar Fpd.fl 

Eeee^er 31, 1355 
December 31, 1954 
Decesuber 31, 1357 
Ceceaber 31, 1353 

Totals 


VKOtg TAX 

Py f ^iinyt 

$43,594.11 

14,224.40 

11,234.43 

7.062.26 


Penalty 


$24,742.31 

7.59d.20 

6,142.37 

4.036.14 


$31,115.25 $42,560.22 


l ?*,7 - aad t l95aTes t «I!derjrid n narth!It f ° r each of th « 7»«» 1955, 1956, 
for o«c‘, year of the tea required to bo !* i “ C * ?Art of fch * ^aderpayaont 
fraud; therefore, there Is LdJdM\f °° yOUr ratu?n WJ * 0u * *« 

6653(b) of the Internal c£. ot S2. Section 

A copy of this lettor ond statement has been nulled to voor 

i!r. ..im E. Bird sail 1 ! „ * , meiieo to yoer representative. 

vith the authority contained In thi p^er^f 


Taxable /oar Ended December 31, 1355 


To .able Incooe as dloclosed by return 
I^allowable deduction# md additional ii 

( 0 i^ivldtntl iiico«m 


$30,439.2 9 


(•») Other (acme 
(-•) Partnerjlti p income 
(-) Interest inco.ie 
(c‘> Contributions 

..r/.iible Income .ns corrected 


$21,994.29 
5,290.00 
29,492.73 
43.25 
__1*5.31 




$147,3)4.92 


l 



7 


< 


4S 


% 


%- 


'ih, 


of Kima Klein, Deceased and 
Hrs. Bebe Klein, surviving wife 


Taxable Year Ended Dectuber 31, 1933 


It lx datanload that you received dividend income taxable to you 
under the provision# of Section 61(e) of the Internal Revenue Code of 
^ ro * Hina Sxart Frock* Inc., which you failed to report on your 
ioturns as followai 


Jsu. 


Amount 


1953 $21,994.29 

1956 21,062.65 

1957 13,394.59 

l93<} 12,291.78 

You have previously indicated your agreement to $1,950.00 of the above 

auounta for each of the year* 1956 and 1957 end to $2,230.00 for the 

year 1938. 

(b) It is detcrmlnad that you received ether income taxable to you 
under the provision of Section 3l{n) of the Internal flevaaua Coda of 
1934, from Lady jMi t Inc. which you failed to report on your retuma 
as follow*: 




-'ISiS Amount 

1955 $5,200.00 

1956 3,200.00 

1937 5,200.00 

1958 2,390.00 

t ) ■ n your return for the year 1 7>3 you reported partnership ineorv. or 

v70,1.43.39 frou the partnership of Ml** Smart /rock a. it is deteruinad 
that 7 our Income free thi* partnership which was tiled aa lilsa Ouiart 
Frock* and C $» S Or«aa Co. for the taxable year ended April 29, 1V35 
wsa understated la the amount of $39,692.79 of which the aaount of 
$l,2w0.-'0 V,B * previously agreed oy you. Your proportionate ehare of 
$130,333.67 of corrected partnership income ($90,E43.69 pl».a $39,492.73) 
t;.u arrived at as fallow*} 


( 


ONLY COPY AVAILABLE 


Estate of Harman Klein, Dkmi« 4 a ad 
lira. 2*ba Klein, surviving wife 


Taxable Year Ended December 31, 1955 


(c) 




P-S TI ASA T I W .SL APaf Pl ? 




ISsatlsyti*) 



State 


Ordinary net IncoaM per retnrn $311,59*.62 

Additional in co me and unallowable deductions: 


(1) Cost of goods sold 

(2) Travel and entertainment 

(3) Supplied, oerricea and sundries 

(4) Reserve for Bed Debts 

(5) Bonus and Christmas expense 
(j) Auto expense 

(7) Auto depreciation 
(3) Insurance 

$30,129.00 
27,343.47 
3,144.04 
11,533.88 
1,500. CO 
3,222.13 
1.S09.03 

. 

. V^ZkS?. 

Total partne. hip income 

Less: Total salaries and expense allowances 


$441,370.37 

- Wa273.>98 

Partnership ordinary income 



Mr. H. Klein*s 30% share of ordinary income 

Mr. H. Klein's salary 

Mr. 11. Klein's expense allowance 


$103,638.67 

17,550.00 

. I*ia**m 

!Ir. a. Klein's corrected partnership IncoaM 


$130,338.67 


Ilia partnership previously Indicated Its agreement to disallowance of 
$4,030.30 travel and entertainment expenses by execution and submission 
or oa agreement farm 075. 


The partnership adjustments ere explained ae follows: 

(1) Cost of goods sold is decreased In tha amount of 
$00,189.00 as a result of disallowance of a write-down in 
the partnership inventory of that amount, as of April 29, 
1)55, which write-down has not been substantiated. 


(2) Travel and entertainment expenses In the amount of 
$27,343.47 have been dieelloved for lack of substantiation 
that tha expendlCores were ordinary and necessary business 
expenses In Accordance with the provisions of section 162 

r n the Interns! ’'•venue Code o? V25A; $4,200.&0 -r thli 

•Has 1 lenience hoe previously been agreed, as stated supra. 
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Estat* of 2er—a Slain, Deceased and 
tlra. Bebe Klein, surviving wife 

Taxable Year Ended Doc—bar 31, 1933 

ssymmnm or Apjos-Bram 


(c) Coo tin—d 

Explanation ox Partnership Adjeataeats (Continued) 

(’) Supplies, Services and Sundries have been dir*! loved 
In the amount of $3,143.04 for lack of substantiation 
that expenditures in this amount represent ordinary ard 
necessary bualnaaa expenses la accordance with provisions 
of auction 152 of tha Iatarnai Revenoa Coda of 1954. 

(4) A credit balance * ' tha reserve for bad debt* in tha 
amount of $11,583.38 Is determined to bo taxable lneooa to 
tha partnership. 

(5) Bonus and Christmas expanse in tha acount of $1,500.00 
is disallowed for lack of substantiation. 

(5, 7, and 3) Auto expanses of $3,222.15, Auto depreciation 
of $5,109.03 and auto insurance in tha aoount of $980.30 la 
disallowed a a personal expanses. 

<d) It la data reined that interest inco— taxabla to you under tha 
provisions of Section 61(a) of th.. Internal Revenue Coda of 1934 
vss understated as follows: 

Zai* &52uai 

1955 $ 43.23 

L356 21.42 

l93 7 124.70 

(») Deductions for charltabla contributions have beea; Jlsallowed 
in accordance with the provisions of Section 170 of tha Iatarnai 
Revenue Coda of 1954 for lack of substantiation, aa follows: 


Irjm 

/■amu>E 

1953 

$350.00 

1936 

600.00 . 

1957 

910.00 ’ 

1933 

800.00 
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Kstau* of Oanui Klein, Deceased a ad 
'Irs. 3eb« Ilda, surviving vi f e 


Taxable Year Zm'ed December 31, 1933 


F*?u;iAggn or ,wm 


ta'hM- 


J£gLh"*<0 


<o> o-nqiar* 


3CitM*ut 


*=* have previomaly indicated 7ou» 3nn«»*nt to disallowance of J130.00 
of the abort aaomnta for tech of the years 1953 and 1936 and 9230.90 
1 ' r “oa year 1957, Yju are also allowed your proportionate share of 
rartnerahip contribution* froai niae Smart ITrocka and C. (• 3. Droaa 
Coospany in the year 1935 ia the aeount of $6d4.69. 


csgmu r fl or meem tax 


Taxable In com aa corrected 


9147,394.92 

Combined normal tax and aortas - Joint retore 
Leaa: Dividend* received credit • 


9 90,229.89 

41 of 921.994.29 


_ *>9.11 

Inc com tax 


9 69,350.12 

Add: Self-employment tax 


126.00 

Income tax liability ea corrected 

Income tax liability dlacloead by return 

939,950.51 

$ 89,476.12 

account Ho. 599310 

931-12 

-»3e3»?.0l 

Deficiency 


9 48,394.11 

Friud Penalty * Section 6651(b) - 



iOT of 949,523.61 


9 24,762.31 
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[3] MR. ROSS: Yes, Your Honor. At this time I'd like 
to submit the Stipulation of Facts with the Exhibits 1-A and 
2-B. 

* * * * 

14J Now, as far as the first two conditions, the parties 

in the stipulation, at item 10, have agreed that the petitioner, 
Bebe Klein, meets those two conditions. Item 10 of the stipu¬ 
lation reads, "The parties agree that Bebe Klein meets the 
requirements of Internal Revenue Code of 1954, Section 6013-E 
(1) B and C." So then, the only issue with respect to the 
innocent spouse defense that we are involved in, is found in 
Section 6013-E (1) A; and E (1) A is the provision which says 
that the omission must exceed 25% of the gross income stated 
in the return. 

* * * * 

[11] MR. ROSS: Yes, Your Honor. As Mr. Levinson has 
indicated, the respondent -- or the parties have agreed that 
the requirements of Section 6013-E (1) B and C had been met, 
and therefore, the only thing we're left with is Section 6013-E 
(1) A, which deals with the 25% omission. In order to meet the 
requirements of — and by the way, all my references to Code 
Sections are to tne Internal Revenue Code of 1954 -- in order 
to meet requirements of 6013-E (1) A, tnere must have been 
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omitted from gross income an amount properly includable 
therein, which is attributable to one spouse and which is in 
excess of 25% of the amount of gross income stated in the 
return. 

[12] Now, although we haven’t stipulated — put it in 
the stipulation, respondent concedes at this time that all 
items of omitted income on the petitioner, that are included 
in the stipulation, are attributable to Herman Klein. 

* * * * 


